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ACCOUNTABILITY DURING CONTINGENCY OPERATIONS: 
PREVENTING AND FIGHTING CORRUPTION IN CON- 
TRACTING AND ESTABLISHING AND MAINTAINING AP- 
PROPRIATE CONTROLS ON MATERIEL 


House of Representatives, 
Committee on Armed Services, 
Washington, DC, Thursday, September 20, 2007. 

The committee met, pursuant to call, at 11:38 a.m., in room 
2118, Rayburn House Office Building, Hon. Ike Skelton (chairman 
of the committee) presiding. 

OPENING STATEMENT OF HON. IKE SKELTON, A REPRESENTA- 
TIVE FROM MISSOURI, CHAIRMAN, COMMITTEE ON ARMED 

SERVICES 

The Chairman. Ladies and gentlemen, let me welcome you to to- 
day’s hearing. 

Let me mention to the members and the staff — please remind 
members as they come in that, because of the votes, we will have 
a short grace period on who is here at the time of the gavel, but 
we do want to proceed with this hearing, and I trust the staff will 
tell people that. 

We had a classified briefing a short while ago involving this sub- 
ject matter, and I remind the members that it is classified and 
there is also sensitive material that may not be raised correctly in 
this hearing. 

This morning, the committee received that classified briefing, 
and we will proceed with the open hearing now. There are dedi- 
cated men and women working for the Department of Defense over- 
seas, and we know they face enormous pressures to operate in very 
challenging conditions. 

The majority of them, of course, do ethical and very proper work. 
Taken as a whole, they are absolutely the finest group of men and 
women you will ever see. 

There will be no excuse, however, for those who engage in out- 
right fraud or accept bribes large or small in the performance of 
their duties. 

It is also unacceptable for serious losses of accountability to occur 
in the tracking and control of military weapons provided to foreign 
forces, as losses can lead to serious embarrassment for our country. 

As has been reported in the press, the Department of Defense In- 
spector General and the Army have uncovered a cluster of fraud 
and corruption problems arising out of a series of support con- 
tracts, many of which were let from an office in Kuwait. 

( 1 ) 
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As of August 28th, the Army reported that it had 76 cases of 
fraud and corruption under investigation, 20 pending indictments 
and had uncovered over $15 million in bribes. 

The people involved range from civilians and enlisted military 
personnel to relatively senior officers. These problems were so se- 
vere that they represent a culture of corruption, at least in one lo- 
cation. 

General Thompson, I hope that you will address that concern. I 
am extremely disappointed to learn that so many individuals vio- 
lated their integrity and undermined the oaths that they made. 

Through the course of this hearing, the committee hopes to learn 
what factors may have contributed to an atmosphere in which so 
many problems did occur. 

The Special Inspector General for Iraq Reconstruction and Gen- 
eral Accountability Office have also reported on serious losses of ac- 
countability for weapons provided to Iraqi Security Forces (ISF). 

These accountability problems concern us both because they 
could undermine our vital efforts to train and to equip the Iraqi Se- 
curity Forces, because they can lead to diversion of materiel in 
ways that threaten our interest, but also because the Department 
of Defense is seeking significantly expanded authority to train and 
equip foreign security. 

We have before us five witnesses, all excellent witnesses: Prin- 
cipal Deputy Inspector General of the Department of Defense 
Thomas Gimble. 

Shay Assad, the Director of Defense Procurement Acquisition 
Policy and Strategic Sourcing. 

Lieutenant General Ross Thompson, Military Deputy to the As- 
sistant Secretary of the Army for Acquisition, Logistics, and Tech- 
nology. 

And a co-chair in the Army task force investigating these prob- 
lems, Kathryn Condon, Executive Deputy to the Commanding Gen- 
eral of Army Materiel Command. 

And last, we have Mr. Peter Velz, Foreign Affairs Specialist for 
Iraq, from the Office of Assistant Secretary of Defense for the Mid- 
dle East. 

And before we hear from these witnesses, who I know will give 
us thorough information — and if we venture into a classified area, 
I take it that the witnesses will say something to that effect and 
that the question can be answered to that individual or to our com- 
mittee as a whole on a classified basis. 

Duncan Hunter, Ranking Member. 

STATEMENT OF HON. DUNCAN HUNTER, A REPRESENTATIVE 

FROM CALIFORNIA, RA NK ING MEMBER, COMMITTEE ON 

ARMED SERVICES 

Mr. Hunter. Thank you, Mr. Chairman. And thanks for holding 
this hearing. 

Good morning to our witnesses. Ladies and gentlemen, thank you 
for being with us. And we had a chance to have this classified hear- 
ing earlier that I think set the stage fairly effectively for this hear- 
ing. 

And you know, one thing that strikes me is the depth of the 
problem and the involvement of Americans who are bound by a 
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sense of duty and honor and integrity, or should he hound hy a 
sense of duty and honor and integrity, who apparently have been 
part of this. 

Today we are going to talk about two separate issues, and they 
have been loosely linked by the media in the sense that the issues 
were reported in the same series of articles. 

The first issue is allegations that bribes were paid to Army con- 
tracting officials in order to get lucrative contracts steered toward 
certain contractors. 

The second issue is the lack of accountability, as reported by the 
Government Accountability Office (GAO), for weapons procured by 
the Department of Defense intended to equip the Iraqi Security 
Forces. 

And while I am clearly concerned about the allegations of brib- 
ery, and we went into that in some depth in the classified meeting, 
especially among field grade officers — and I believe that such inci- 
dents set a terrible example for the Iraqis who we are now meant 
to be mentoring — I am hopeful that the various investigations will 
show that the number of bribery cases we are seeing is an aberra- 
tion caused by bad choices made by people in a localized environ- 
ment, rather than a pervasive culture of corruption. 

I am also hopeful that we will hear today that the system did 
work in catching these individuals, because there will always be in- 
dividuals who make bad choices, and we expect to hear more about 
the lessons that the Army has learned and the changes it will im- 
plement to make the system work more effectively. 

More troubling are the implications of the reports that weapons 
we have provided to the ISF may have fallen into the wrong hands. 
I think we have got to be realistic enough to know that we can’t 
maintain 100 percent control of property we provide to other na- 
tions’ security forces. 

But if, in fact, there is a wholesale movement of weapons that 
U.S. taxpayers have paid for into the hands of those who would do 
us harm or further destabilize the region, we must make resolving 
this problem one of our top priorities in theater. 

General Kicklighter has promised us that this will be his number 
one goal, to ensure that this is not happening. 

My judgment is that these two distinct issues share a root cause, 
which is a lack of experience and standardized procedures for plan- 
ning the administrative side of contingency operations. 

On one hand, we have a small contracting office ill-equipped to 
handle the volume of work it received when operations in Iraq 
began in earnest. As a result, the system was slower in catching 
irregularities than it otherwise would have. 

We have also inadvertently created an environment where those 
with less experience and those who might be more easily tempted 
to make self-serving decisions lack the support structure to enable 
better decision-making, although I would say that at least the clas- 
sified information that we have seen goes far beyond those descrip- 
tions. 

Traditionally, this primary responsibility for equipping Iraqi Se- 
curity Forces has been a State Department function supported by 
the Defense Security Cooperation Agency. There are policies and 
procedures in place for such foreign military assistance. 
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Yet in this case, the military entered uncharted waters. They 
made organizational changes to facilitate the training and equip- 
ping of the ISF in order to secure transition to Iraq. 

But the new organization didn’t have the accountability proce- 
dures in place to maintain adequate records of weapons and equip- 
ment that they transferred to these forces. 

Again we see a situation where an organization was ill-equipped 
to handle the administrative burden of contingency operations be- 
cause it lacked the personnel and systems necessary to enable ac- 
countability. 

And that takes me to something that this committee did three 
years ago. Three years ago, Mr. Skelton and I put in a provision 
in the 2006 National Defense Authorization Act, Section 813, in 
which we required the secretary of defense to establish a contin- 
gency contracting corps. 

And the idea was to have a robust contracting corps in theater 
that was responsive to and under the command of the combatant 
commander in theater, so that you didn’t have a disconnect of an 
operational military which is out there trying to win the war on the 
battlefield and a bureaucracy which is many thousands of miles 
away in Washington, D.C. 

Now, we put this together, and I want to quote what we put to- 
gether in the law that we passed or the legislation that we passed 
out of this committee. 

We said, “This corps would be directed by a senior commissioned 
officer with appropriate acquisition experience and qualifications 
who, when deployed, would report directly to the combatant com- 
mander in an area of operations requiring contingency contracting 
support. Training of the corps would take into account all relevant 
laws, regulations and policies related to contingency contracting 
and would be required even when the corps is not deployed. 

“The committee intends that the contingency contracting corps 
maintain a sufficient level of readiness in peacetime to be able to 
rapidly deploy to emerging contingency operations. The commander 
of the contingency contracting corps should consider the develop- 
ment of a standardized contingency contracting handbook which 
summarizes all relevant laws, directives and regulations related to 
contingency contracting to assist the day-to-day operations of the 
contingency contracting workforce. 

“Finally, the committee urges a contingency contracting corps 
utilize an integrated contracting and financial management system 
to ensure that contracting operations are not hindered by techno- 
logical limitations that can be easily avoided through the use of 
readily available systems.” 

Now, we put that in our markup in 2005, and if we had had that, 
some of the problems that we have today might not have occurred. 

Naturally, when we took this to the conference with the Senate, 
the Senate, in their inimitable fashion, managed to water it down 
to some degree, but nonetheless we came out of conference with a 
direction to DOD that it was our policy that this contingency con- 
tracting corps be stood up and be utilized. 

So one thing that I am interested in today is any information 
that you have on this incipient operation that, as I understand you 
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have now stood up — or you have teams of contingency contracting 
personnel. 

And I understand there are not too many of them, but that you 
have a few personnel now who are basically carrying out the direc- 
tive that we put into law several years ago. So I would be inter- 
ested in what we actually have done and have on the ground in 
Iraq and how that is operating. 

So thank you for being with us today. 

And, Mr. Chairman, this is a sad day for the United States, espe- 
cially coming out of this classified briefing, not because occurrences 
like this aren’t present in every major military operation to some 
degree, but that the size and scope and the number of folks who 
have enormous responsibility to this country are involved has, I 
think, made this a real tragedy for our country. 

On the other hand, we have a military which is resilient and ca- 
pable of recovering and has strong leadership and lots of people 
who do have a high standard of honor and integrity. 

And I think that if we will put this contingency contracting corps 
in place, where we have a strong team that responds directly to the 
war fighting commander in theater, we are going to be able to 
avoid problems like this in the future. 

So thank you, Mr. Chairman, for teeing up this hearing. 

I thank our witnesses, and I look forward to their testimony. 

The Chairman. Mr. Hunter, thank you very much. 

This is a reminder to those of us that are interested in the his- 
tory of procurement that my fellow Missourian Harry Truman had 
his very own committee that looked at problems like this. 

However, during the Second World War, weapons systems and 
other materiel was not sent directly to the front. It went through, 
as I understand it, various military depots here within our country, 
and consequently Senator Truman’s committee did not have to go 
outside the boundaries of our country as we are doing today, sadly. 

Mr. Gimble, we are going to start with you, and I am not sure 
the order to whom we should call. I assume Mr. Assad and General 
Thompson would be next, but I will call on you first. And if you 
have other suggestions, please make them to us. 

Mr. Gimble. 

STATEMENT OF THOMAS F. GIMBLE, PRINCIPAL DEPUTY 
INSPECTOR GENERAL, DEPARTMENT OF DEFENSE 

Mr. Gimble. Mr. Chairman, Ranking Member Hunter and mem- 
bers of the committee, thank you for the opportunity to appear be- 
fore the committee today and testify on accountability issues dur- 
ing contingency operations and also to discuss the work of the De- 
partment of Defense (DOD) Inspector General (IG) in Southwest 
Asia. 

Specifically, I will discuss our ongoing assessment of the account- 
ability of weapons, munitions and explosives, and overall contract- 
ing issues. 

To date, over $550 billion has been appropriated to the Depart- 
ment of Defense in support of our armed forces in Southwest Asia 
and to the fight against terrorism. We have over 225 personnel 
working on 29 audits and 90 investigations providing oversight on 
matters such as accountability in contracting. 
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The DOD LG. has been concerned about the accountability and 
control of equipment provided to the security forces in Afghanistan 
and Iraq since 2005. 

More recently, the DOD Inspector General, Claude M. 
Kicklighter, briefed Members of Congress and the Department of 
Defense leadership on specific issues related to these concerns. As 
a result, an interagency, interservice assessment team lead led by 
the inspector general is on the ground in theater assessing current 
conditions. 

An objective of the munitions assessment team is to determine 
whether there is adequate control and accountability over the mu- 
nitions provided to the security forces and to whether the underly- 
ing contracting process also contains an appropriate level of control 
and accountability. 

In addition, the team is focused on reducing the risk of contract 
fraud and corruption and will continue to investigate and refer 
those who broke the law for prosecution. 

The Government Accountability Office continues to designate 
DOD contract management as a high-risk area. And since fiscal 
year 2000, over 240 DOD I.G. reports have identified contracting 
problems and recommended corrective actions. 

These problems include contract administration, source selection 
procedures, contract payments. Such problems are recurring and 
continue to impact the effectiveness of U.S. forces forward deployed 
in Operations Iraqi Freedom and Enduring Freedom. 

As stated earlier, the DOD I.G. has 29 ongoing audit efforts to 
address overall accountability of wartime expenditures. 

This work has generated efforts to improve the collaboration be- 
tween support organizations and forward deployed forces to help 
standardize procedures in a wartime environment, such as proce- 
dures for the retention of accounting, disbursing, and property 
records. 

The DOD I.G. is also working to identify any systemic problems 
and control weaknesses and to also determine the status of any 
corrective actions that are in place. 

Also, the DOD I.G. is summarizing 210 GAO, DOD I.G., Army 
Audit Agency and Air Force Audit Agency audit reports and testi- 
monies on accountability issues impacting support to operations in 
Southwest Asia. 

The Defense Criminal Investigative Service, or DCIS, is the 
criminal investigative arm of the DOD Inspector General, and it 
has been investigating DOD-related matters pertaining to the Iraqi 
theater, to include Kuwait, since the start of the war. 

As previously noted, the DOD I.G. has about 90 ongoing inves- 
tigations related to the war effort, to include war profiteering, con- 
tract fraud, and contract corruption. Most of these investigations 
are being conducted as part of a joint effort with other law enforce- 
ment organizations. 

As an example, in January of 2004, an investigation was initi- 
ated on information from the Defense Contract Audit Agency con- 
cerning allegations of kickbacks and gratuities solicited and/or re- 
ceived by Kellogg Brown & Root (KBR) employees — also charges 
that KBR was overcharging for food, meals, and fuel. 
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These criminal allegations continue to be examined, but some as- 
sociated prosecutions have occurred and others are anticipated. 

More recently, as a result of the magnitude of alleged criminal 
activities in the Iraqi theater, a group of federal agencies has for- 
malized a partnership to combine resources to investigate and pros- 
ecute cases of contract fraud and public corruption that are related 
to the U.S. Government expenditures for Iraqi reconstruction. 

The participating agencies include: on the International Contract 
Corruption Task Force are the DOD I.G., Army Criminal Investiga- 
tion Division (CID), Department of State Inspector General, the 
FBI, the Special Inspector General for Iraq Reconstruction, and the 
Agency for International Development, the Office of Inspector Gen- 
eral. 

In closing, the DOD Inspector General assessment on account- 
ability and control of weapons, ammunition, and explosives pro- 
vided to the Afghan and Iraq security forces is one of our highest 
priorities. 

If we find shortfalls, we will make the appropriate recommenda- 
tions and work with commanders on the ground and the senior 
leadership in the Department to find solutions. 

We will continue to work on contracting issues to tighten up con- 
trols and strengthen processes and also to continue work with U.S. 
law enforcement agencies to identify potential criminal activity for 
investigation and prosecution. 

We will also attempt to apply the lessons learned and work with 
the Department and Congress to fix the systemic issues. And I look 
forward to your questions. 

[The prepared statement of Mr. Gimble can be found in the Ap- 
pendix on page 43.] 

The Chairman. Mr. Gimble, thank you. 

Mr. Assad. 

STATEMENT OF SHAY D. ASSAD, DIRECTOR, DEFENSE PRO- 
CUREMENT AND ACQUISITION POLICY, OFFICE OF THE 

UNDER SECRETARY OF DEFENSE (ACQUISITION & TECH- 
NOLOGY), DEPARTMENT OF DEFENSE 

Mr. Assad. Thank you, Mr. Chairman, Representative Hunter, 
distinguished members of the House Armed Services Committee. 

Thank you for the opportunity to discuss the Department of De- 
fense’s initiatives in the area of contracting integrity in contracting 
in a combat environment in general. 

Contracting integrity is a topic that we always consider to be of 
key importance within the Department. Integrity in all endeavors, 
including our contracting function, is and must remain a core value 
of the Department of Defense. 

My name is Shay Assad, and I serve as the director of defense 
procurement and acquisition policy and strategic sourcing for the 
Department. 

Before assuming this position in April of 2006, I served as a sen- 
ior contracting official with the Marine Corps for a period of two 
years. 

Prior to government service, I spent 25 years in industry, serving 
in a number of operational and contract management positions, pri- 
marily with the Raytheon Company. 
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My experience includes senior vice president of contracts. I was 
the president and chief operating officer of one of Raytheon’s many 
subsidiaries, and finally, as an executive vice president of the com- 
pany and chairman and chief executive of one of its major subsidi- 
aries. 

I am a graduate of the United States Naval Academy, and I 
started my career as an officer in the United States Navy, serving 
two tours on Navy destroyers, and finally as a Navy procurement 
officer at the Naval Sea Systems Command. 

In recent years, the Department of Defense has increasingly re- 
lied on supplies and services provided by the private sector under 
contract. In fiscal year 2006 alone, DOD obligated over $300 billion 
on contracts for goods and services, becoming the largest purchas- 
ing organization in the world. 

Given the magnitude of the dollars involved, it is essential that 
DOD acquisitions be handled efficiently, effectively, and with integ- 
rity. In other words, DOD needs to ensure that it buys the right 
things the right way. 

In your invitation to appear before this committee, you stated 
that you were interested in hearing what DOD is doing to prevent 
and fight corruption in contracting. The Department has and is 
taking several steps in this area. Let me give you some examples. 

On February 16th, 2007, the Department established a panel on 
contracting integrity in accordance with the requirements of Sec- 
tion 813 of the 2007 National Defense Authorization Act. 

Although the statute provides a sunset date of 2009 for the 
panel, we as a matter of policy will continue this panel indefinitely. 

As required by Section 813, the panel is conducting a review of 
the progress made by DOD to eliminate areas of vulnerability that 
allow for fraud, waste and abuse to occur. 

The under secretary established Dr. James Finley, the deputy 
under secretary of defense, as the panel chairman, and I serve as 
the executive director of the panel. 

To date, there have been eight subcommittees established, five 
which address five areas of fraud and vulnerability that the GAO 
report addressed. 

One addresses contracting structure, and I mean the organiza- 
tional structures under which we do contracting. We have a sev- 
enth panel that addresses what legislative action we believe is nec- 
essary to assist us in this regard. 

And the eighth panel is on contracting integrity in a combat en- 
vironment, and I have placed myself responsible for that sub- 
committee. 

We are also doing work with the procurement fraud working 
group. The Department established a DOD-wide procurement fraud 
working group in January of 2005. The working group provides a 
forum for acquisition professionals to address contracting 
vulnerabilities. 

This working group of over 300 men and women within the De- 
partment in various I.G. and fraud activities meets monthly and 
attends the Department of Justice Procurement Fraud Task Force 
meetings. 

We have updated acquisition regulations relating to ethics. The 
Department has initiated several changes to the Federal Acquisi- 



9 


tion Regulation (FAR) to update the regulations pertaining to eth- 
ics in contracting. 

The Defense Acquisition Regulations Council, in concert with the 
Civilian Agency Acquisition Council, proposed an amendment to 
the FAR to address a contractor code of ethics and business con- 
duct. 

DOD will continue to work with the Office of Federal Procure- 
ment Policy to recommend changes in laws, regulations and policy 
that would serve to clarify or strengthen issues identified through 
the work of the panel on contracting integrity. 

We have also taken a serious look at our training. The DOD 
Standards of Conduct Office has updated the mandatory annual 
ethics training yearly to ensure that it is always current and that 
it is relevant. 

The latest revisions issued, this August, modify the curriculum 
to focus beyond just rote understanding of law and regulations and 
rules, but now provides interactive decision exercises so people can 
make judgments about how to do contracting properly. We also pro- 
vide an ongoing employees guide to the standards of conduct. 

In closing, I would like to emphasize that the Department views 
integrity in contracting as the most essential feature of our defense 
procurement system. We are taking a number of actions to ensure 
that we deal appropriately with vulnerability in our system to 
waste, fraud, and abuse. 

We fully understand the foundation of our ability to assure our 
taxpayers that we are being good stewards of their money is to en- 
sure that the Department conducts business with integrity to ac- 
quire the supplies and services necessary to meet the needs of our 
war fighters. 

And I stand ready to answer your questions, Mr. Chairman and 
members of the committee, on this very important matter. 

[The prepared statement of Mr. Assad can be found in the Ap- 
pendix on page 74.] 

The Chairman. Looks like General Thompson. 

STATEMENT OF LT. GEN. N. ROSS THOMPSON, III, MILITARY 

DEPUTY TO THE ASSISTANT SECRETARY OF THE ARMY FOR 

ACQUISITION, LOGISTICS AND TECHNOLOGY, U.S. ARMY 

General Thompson. Good afternoon. Chairman Skelton, Con- 
gressman Hunter and distinguished committee members. I want to 
thank you for this opportunity to appear today before the commit- 
tee. 

And with me — and she will speak in just a minute — is Ms. Kath- 
ryn Condon, who is the Executive Deputy to the Commanding Gen- 
eral at the Army Materiel Command, as indicated by Congressman 
Skelton in his opening remarks. 

We have a joint written statement that I respectfully request be 
made part of the record for today’s hearing. 

The Chairman. Without objection. 

[The joint statement of General Thompson and Ms. Condon can 
be found in the Appendix on page 83.] 

General Thompson. As is normal procedure, the Army conducted 
audits and investigations into the oversight, execution, and man- 
agement of our contracting in the theater of operations. 
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While most of our military and civilian contracting personnel 
performed well in extreme conditions, auditors and investigators 
discovered cases of potential fraud in contracting operations, with 
the worst cases originating in Kuwait. 

The Army, in a comprehensive effort involving the Audit Agency, 
the Criminal Investigation Command, the Army Materiel Com- 
mand, the Sustainment Command underneath the Army Materiel 
Command, Defense Contract Management Agency and Defense 
Contract Audit Agency, acted decisively to correct those defi- 
ciencies. 

Last February, then-Secretary of the Army Dr. Harvey asked my 
boss, the assistant secretary of the Army for acquisition, logistics, 
and technology, to assess contracting activities throughout Central 
Command and to implement an action plan. 

After a review of all the contract operations, the Army in April 
of 2007 began implementing an action plan that reorganized the 
Kuwait contracting office, installed new leadership, established a 
joint logistics procurement support board together with the requir- 
ing activities, the operational commanders that that contracting of- 
fice supports. 

We increased the staffing level, deployed more senior contracting 
professionals and attorneys to be part of the office in Kuwait, and 
provided additional ethics training and assigned legal support. 

To broaden the Army’s ongoing efforts. Secretary of the Army 
Pete Geren recently announced a Special Commission on Army 
Contracting to examine the big picture. 

This commission is headed by Dr. Jacques Gansler and has dis- 
tinguished military and civilian leaders that will fully examine the- 
ater acquisition and program management processes; review man- 
agement controls to prevent fraud, waste, and abuse; assess legisla- 
tive needs; and recommend changes in policies and procedures. 

The internal Army contracting task force which Ms. Condon and 
I co-chair will coordinate with and reinforce the work of the com- 
mission headed by Dr. Gansler. 

Ms. Condon and I will look at contracting activities across the 
Army. Part of our plan will be to increase both the scope and the 
frequency of contracting operation reviews, which is part of the 
routine examination of contracting activities. 

We are also going to examine the size, the structure, and the 
training of the Army’s military and civilian contracting workforce. 

The Army acquisition workforce has declined in the last decade 
while our workload has increased substantially, and this is prob- 
ably one of the key things that is going to come out of the work 
of both Dr. Gansler’s group and the Army internal task force, is 
what is the proper size of the military and civilian contracting 
workforce. 

Mr. Chairman, weight or emphasis must continue to be placed on 
the management and oversight of all types of service and construc- 
tion contracts. These contracts now represent an ever-increasing 
percentage of our overall contract dollars, surpassing even the dol- 
lars awarded for major weapons systems programs. 

We look forward to working closely with the Special Commission 
on Army Contracting headed by Dr. Gansler and all the other enti- 
ties in support of the many initiatives ongoing in the Department 
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of Defense to improve contracting. Many of them were mentioned 
today as part of the integrity panel talked about by Mr. Assad. 

We also look forward to our continued positive work with this 
committee and the Congress. 

And for Congressman Hunter, a lot of the things that are in the 
Section 813 law are things that are well under way, and I will be 
happy to answer your questions and other members of the commit- 
tee today about what we have done to put the specific procedures 
in place to make sure that we do contingency contracting right. 

We are committed to providing our war fighters the very best 
equipment they deserve and are mindful of our obligation to be 
good stewards of the taxpayers’ funds. 

This concludes my opening remarks, Mr. Chairman. And with 
your permission, Ms. Condon has a very brief statement. We look 
forward to your questions. 

The Chairman. General, thank you. 

Ms. Condon. 

STATEMENT OF KATHRYN A. CONDON, EXECUTIVE DEPUTY TO 

THE COMMANDING GENERAL, U.S. ARMY MATERIAL COM- 
MAND 

Ms. Condon. Mr. Chairman, Mr. Hunter and members of the 
distinguished committee, I am Kathryn Condon, and I am the dep- 
uty to the commanding general of the United States Army Materiel 
Command. 

And as you are aware, the 50-plus members of Army Materiel 
Command provide technology, acquisition support, and logistics to 
our war fighter. And each and every one of our civilians and mili- 
tary are committed to provide our war fighters what they need 
when and where they need it. 

Contracting, especially complex contracting, is one of the core 
competencies of Army Materiel Command. And because of this ca- 
pability, we are building upon it to provide contracting to support 
to our forward deployed forces. 

Army Materiel Command recently established four contracting 
support brigades, and these brigades are designed to provide our 
contracting force structure that will support our Army modular 
force. 

We are committed to fixing the contracting issues that have been 
identified in Southwest Asia through reach-back to one of our Army 
acquisition centers. 

Along with General Thompson, we will examine current Army 
operations and future plans for how we plan to provide contracting 
support to contingency operations. 

I look forward to your questions as well. Thank you. 

[The joint statement of Ms. Condon and General Thompson can 
be found in the Appendix on page 83.] 

The Chairman. Ms. Condon, thank you very much. 

And, Mr. Velz. 
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STATEMENT OF PETER M. VELZ, FOREIGN AFFAIRS SPECIAL- 
IST FOR IRAQ, OFFICE OF THE DEPUTY ASSISTANT SEC- 
RETARY OF DEFENSE FOR MIDDLE EAST, OFFICE OF THE 

SECRETARY OF DEFENSE 

Mr. Velz. Thank you, Mr. Chairman. 

Mr. Chairman, Ranking Member Hunter, members of the com- 
mittee, thank you for this opportunity to appear before the House 
Armed Services Committee to discuss the subject of accountability 
for weapons and other equipment that has been procured by the 
Department of Defense for the Iraqi ministries of defense and inte- 
rior as part of our effort to reconstruct and stabilize Iraq. 

This is an important program that has enjoyed generous support 
from the American taxpayers, and I want to assure the committee 
that DOD fully recognizes the imperative to be good stewards of 
these funds and to ensure that they are put to their intended uses. 

We particularly acknowledge that DOD must ensure that weap- 
ons we buy for the Iraqi military and police forces are, in fact, 
being used by those forces. 

In this regard, we expect that the Department of Defense Inspec- 
tor General munitions inspection team that Mr. Gimble mentioned 
will make an important contribution to ensuring the materiel han- 
dling processes used by the Multi-National Security Transition 
Command-Iraq, known as MNSTC-I, are robust and fully meet, if 
not surpass, DOD standards. 

DOD has worked closely with GAO on a number of its reviews 
and audits of efforts to stabilize Iraq during the past few years. 
The GAO, in its audit on equipment accountability, identified some 
weaknesses in the Department’s ability to fully ensure that we can 
account for the transfer of weapons to the Iraqis. 

It is important to point out that while the audit trail for some 
of these weapons is incomplete, the GAO did not draw any conclu- 
sions that suggest the weapons in question are physically missing. 

I point this out only to make it clear that these are audits. They 
are accountability audits. They were not criminal investigations. 
They were not physical inspections of the weapons. 

The DOD I.G. team will get into those issues in more detail in 
the work they are currently doing, and we are working closely with 
them on that effort. 

The problem at the time was that walking back from the point 
of transfer of the weapons to the Iraqi government, to Iraqi army 
or police forces, some portion of the documentation that can show 
the chain of custody, mainly in the form of entries in MNSTC-Fs 
property book, was found to be incomplete by the GAO. 

So therefore, they could not verify whether or not the number of 
weapons that were reported as given to the Iraqis were, in fact, 
given to the Iraqis. 

It is important to note that the GAO and Special Inspector Gen- 
eral for Iraq Reconstruction, or SIGIR, as it is commonly known, 
which completed a somewhat similar audit in October of 2006, 
again only did an audit of accountability and record-keeping. 

They did not look at the physical disposition of those weapons 
while it was in MNSTC-I custody en route to being transferred to 
the Iraqi government. 
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This is not to minimize the shortcomings that GAO and SIGIR 
found. Rather, the key point to understand is that at the time that 
these problems with accountability occurred there were extremely 
difficult Spartan conditions in which MNSTC-I found itself, and 
Mr. Hunter referred very articulately to some of those problems in 
his opening remarks. 

The GAO noted the various factors that contributed to this in its 
audit, such as the lack of sufficient staff and a nascent distribution 
network that was essentially an ad-hoc operation in a contingency 
environment. 

The GAO has made a number of recommendations, and we are 
working very closely with them on implementing them, and I will 
be glad to discuss what we are doing about that, and I look forward 
to answering questions from the committee. Thank you. 

[The prepared statement of Mr. Velz can be found in the Appen- 
dix on page 93.] 

The Chairman. Thank you very much. 

Before I call on Mr. Hunter and we begin our questioning, let me 
comment first that Congress got it right again. Last year, this com- 
mittee established the Panel on Contracting Integrity. As I under- 
stand it, this panel today fully endorses what we did last year. 

Am I correct, Mr. Gimble? 

Mr. Gimble. Yes, sir. 

The Chairman. Let me ask Mr. Gimble, from your point of view, 
my one question. How did this culture of corruption come to pass 
in the office in Kuwait? And further, how do we prevent it from re- 
occurring? 

Mr. Gimble. Mr. Chairman, I think the environment that al- 
lowed this to occur was a lack of controls. Also it had to be the in- 
tent of the people that were involved. 

I think it will be important as we unfold these investigations and 
audits that we determine what the percentage of the so-called “bad 
apples” are. 

I think there is a lot of hard-working people, and I think the en- 
vironment will fix itself. But it is important that we put the proper 
controls in place, the checks and balances, and we believe that that 
is under way from what we see. 

But General Kicklighter, I think, will have a lot of good informa- 
tion to give an assessment as to how successful this is becoming. 
I don’t think there is a short-term solution to this. I think it is 
going to take a lot of hard work for an extended period. 

But I think we will have a good assessment as to how well that 
is progressing. 

The Chairman. Mr. Hunter. 

Mr. Hunter. Thank you, Mr. Chairman. 

Gentlemen, we put this contingency contracting corps require- 
ment in place in the fiscal year 2006 law. Tell us what we have 
stood up at this point. 

General. 

General Thompson. Sir, what the Army has done is created con- 
tracting support brigades and contingency contracting teams. 

The brigades are, as all brigades in the Army, commanded by a 
colonel. But they are just now standing up in the structure. The 
effective date for beginning that structure is just this month. 
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It is what we think is the long-term solution to have the proper 
structure and make sure that the people in that structure are prop- 
erly trained. 

Up until this point, we did not have a deployable contingency 
contracting capability in the United States Army. 

So from 2003 even up until today, to meet the demands for con- 
tracting in that theater, were a series of evolutionary changes to 
manning documents in Kuwait and Afghanistan and Iraq in order 
to put the right number of people over there with the right exper- 
tise to do contracting. 

We think that it is going to take us a while to fill out that struc- 
ture. The entire structure in the Army for contingency contracting 
is about 240 people. 

I think it needs to be bigger than that based on our initial as- 
sessments in looking at that, and that is one of the recommenda- 
tions that Ms. Condon and I will take back to our leadership. And 
that is the military structure. 

The other thing that we have got to do is we have got to use the 
authorities that we have got for our civilian workforce that do con- 
tracting, which is the majority of the contracting professionals in 
the Army and in the other services, and use those authorities to 
get the expertise that many of those civilian contracting profes- 
sionals have got, to be able to deploy them to overseas locations 
when we need them. 

One of the issues, to follow on to the question that the chairman 
asked Mr. Gimble on the conditions that caused the specific issues 
in Kuwait — the office was undermanned. It was undermanned from 
the beginning. We never caught up with the manning needs and 
the total numbers of people. 

And then the training of the people that we did have there was 
not up to the complexity of the contracting actions or the volume 
of contracts that they were being asked to deal with. 

Mr. Hunter. Yes. I would say, though. General, that dishonesty 
is not a function of manning levels. And that is, I think, the trag- 
edy that is reflected in the deeper scrutiny of this thing that we 
undertook during the classified hearing. 

But, General, let me ask you this. We passed this thing — in fact, 
the first thing that we wrote that Mr. Skelton and I put in the 
bill — it was the fiscal year 2006 bill. That was calendar year 2005. 
That is two years ago. 

To have a contingency contracting corps led by a senior officer — 
and as I said, in the House we put it answerable directly to the 
combatant commander. The Senate didn’t like that, but they did go 
along with having a contingency corps, and that was emplaced in 
law in the fiscal year 2006 law. 

Now, correct me if I am wrong, but that has been a couple of 
years. And you can’t, within two years, move a team of individuals 
across that water and have them undertake this operation? 

I mean, that is half the time it took us to win World War II, and 
you can’t move a team of folks over there and get them into the 
theater and have them undertake these operations? 

General Thompson. Sir, the individuals that are doing that con- 
tracting over there are the very individuals that will fill out this 
structure. The people, both military and civilian, are over there in 
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all three of the countries in the Central Command area — Iraq, Af- 
ghanistan, and Kuwait. 

They are not over there in the structure and in a deployable way 
like we built the modular organizations in the rest of the Army. 
They are over there on joint manning documents and temporary 
duty assignments (TDAs), and that is clearly not the way to go. 

It is not that we didn’t move out with this. It just takes a while 
to both build the structure — and our challenge is going to be prop- 
erly manning that structure, because the size of the military con- 
tracting workforce in the Army is not large enough to do all the 
things it is being asked to do. 

Mr. Hunter. But, General, we are talking about a war. We are 
talking about two years. World War II only lasted four years. 

In that time, we totally mobilized, put together a massive indus- 
trial base, expanded, brought in millions of troops, trained them 
and defeated the Axis powers. 

And it is not within the capability of the Army to field a team 
of contingency contracting corps, the little small team, in less than 
a couple of years? And as I understand it, you don’t have it fielded 
yet? I mean, that just occurs to me. 

Maybe Mr. Assad has got more information. That seems awful 
doggone slow. 

Mr. Assad. Yes, sir. 

If I might. General. 

The general has really been addressing the Army’s progress in 
going toward increasing its contracting capability, but the concept 
and the structure. Congressman, that the Congress recommended 
we proceed with, in fact, is on the ground right now. 

We have a two-star major general. Major General Daryl Scott, 
who is the Joint Contracting Command commander. He is the most 
capable military officer who does contracting that we have in the 
Department of Defense. 

Mr. Hunter. Well, now, is that in response to the legislation, or 
are you saying that is status quo? 

Mr. Assad. No, sir, that is not status quo. We were moving in 
that direction, and it is — I will call it a transitionary phase. But 
General Scott reports directly to the combatant commander. And 
he is responsible for the contracting that is being done in theater. 

Now, there are a number of other folks who do contracting who 
are adjunct to him, and in this case there was a Kuwait office 
doing contracting responsible for the operations in Kuwait, and I 
think that is where the general is addressing. 

But that Joint Contracting Command structure, that kind of a 
concept, is what we are moving toward. One of the other things 
that you recommended we do was to develop a joint contingency 
contracting handbook. That is what this is. 

It did not exist a year ago. It is now online for all of our contin- 
gency contracting officers to use. 

Mr. Hunter, '^dien did that come online? 

Mr. Assad. That came online about two months ago, sir, but this 
is still being printed, but this is what it is going to look like in 
everybody’s hands, hard copy, and this is what they will train with 
to take to the fight. 

But it has been online for a while now, and it was developed 
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Mr. Hunter. Well, you say it has been online for a while — for 
two months? 

Mr. Assad. For a couple of months. It took us a year 

Mr. Hunter. Okay. 

Mr. Assad [continuing]. To put this together, Mr. Chairman. 

Mr. Hunter. Okay. Now, do you have this identification of a 
deployable cadre of experts? 

Mr. Assad. We are in process. One of the other things we had 
to do was we didn’t have any joint doctrine on how to do contract- 
ing in a combat environment. We now have joint doctrine. That 
started a year ago. 

This publication was put online on May 27th. This is the first 
draft of it. It is being reviewed by all the military services right 
now. 

It addresses the very issues that you are talking about in terms 
of how we should be structured, who should be in charge, and what 
should this contingency contracting workforce consist of. There is 
a lot of discussion going on as to how it should be properly manned. 

And I think that was one of the points that the general was try- 
ing to make in terms of we need to look at how is the Army ap- 
proaching its contingency contracting corps, how is the Air Force 
structured, how do the Marines do it, and how do we bring that 
force together as one contingency combating fighting unit. 

Mr. Hunter. Okay. 

Mr. Assad. And that is what we are trying to 

Mr. Hunter. Well, Mr. Assad, here is what I have got. I just got 
this from staff. They say the handbook is still in print, but it has 
not been used for training yet, nor is it in the field. 

And they also tell me that General Scott, who heads the Joint 
Contracting Command, the JCC, has a number of responsibilities, 
but the JCC is not a group with contingency contracting expertise 
or deployable corps for future conflicts. Is that accurate? 

Mr. Assad. No, it is not, sir. 

Mr. Hunter. Okay. Explain. 

Mr. Assad. This document, I said, has been in print. We are try- 
ing to get it hard copy. It has been online for a couple of months. 
It is true that 

Mr. Hunter. Well, does that mean it is in the field in Iraq? 

Mr. Assad. It is online and available to our folks in the field in 
Iraq, yes, sir. 

Mr. Hunter. Okay, for a few months. 

Mr. Assad. But they don’t have these yet. These are being print- 
ed right now for them to be sent to Iraq. 

Mr. Hunter. Okay. 

Mr. Assad. It is our intention to incorporate this into all of the 
training for our Marines, our airmen and our soldiers. We are not 
there yet. It took us a year to put this together. 

This was done by folks with boots on the ground. Nobody touched 
this unless they were in a combat environment and understood 
what was the environment that they had to exercise in. 

Mr. Hunter. Okay. 

Mr. Assad. But the point with General Scott — the Joint Con- 
tracting Command that we have — the structure, as I mentioned, is 
transitionary. It is where we want to go, but it is what we have 
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got. And there are approximately 200 officers and enlisted that 
make up the Joint Contracting Command right now. 

It needs a lot of work. We did not properly train our officers and 
enlisted to function in this environment. The fact is that the capa- 
bility set that is needed for what is there right now requires some- 
one to be able to do engineering and construction contracting, 
major systems acquisition, support to major systems, base oper- 
ations and stations. 

And that breadth of experience is very difficult to have in an en- 
vironment here in CONUS. Now to bring that forward in a combat 
arena, it is going to take us some time, as the general mentioned, 
to fill out that structure. 

What we are doing right now is we are overlaying the training 
that we are doing in all three services, because we want to make 
sure that when an officer or an enlisted, either a Marine, an air- 
men, a sailor, or a soldier — that they can execute in the joint fight. 

And what we have got right now are very good technical training 
courses in contracting. What we don’t have, for example, is if I am 
a young major and I am being brought to a forward operating base, 
how do I set my office up? 

What are the checks and balances that I should have in place? 
What are the fraud indicators that I should look for in my turnover 
to know that there may be a problem? What documents and train- 
ing should my people have? What if I don’t have any power, how 
do I execute in that environment? 

So this is where we are going. And we are all headed in the right 
direction, all the services, and 

Mr. Hunter. Mr. Assad, let me interrupt. I think you are head- 
ing in the right direction. I think you are heading kind of slow. And 
I think you need all those things that you have talked about. 

But in the meantime, you could have folks on the ground who do 
simple stuff that doesn’t require a lot of hand-holding or a lot of 
time or a lot of slow policy development, things like how many 
trucks have we got? What are the serial numbers? Where are the 
weapons that we issued to the ISF? How do we issue them? 

Those are simple things, but they require people, and they re- 
quire folks that just have basic training in being able to account 
for items that are issued under government authority. Those aren’t 
complicated things. 

And I think the fact that it has taken us two years from the time 
that this committee put this requirement in place is an indication 
of a system that is quite slow. That means we got halfway through 
World War II without getting this little team of contractors in 
place. 

So there are lots of folks on the battlefield that have lots more 
complicated requirements than what you have just described for 
this young major who is going to be part of a contracting corps. 

I think we could put the basics in place and try to stop the hem- 
orrhage of these systems that manifest in these reports in the clas- 
sified briefings that we have had. 

So I think, Mr. Chairman, that is my contribution to this hearing 
this morning. 

You have got the direction from Congress. We wrote it on this 
committee. We need to get it in place. 
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Mr. Assad. Yes, sir. 

Mr. Hunter. Thank you. 

The Chairman. I thank the gentleman. 

You know, there is an old saying, and I don’t think it is limited 
to Missouri, that the horse has gone out of the harn, then you shut 
the door. I think that is probably what happened here. 

Mr. Gimble, can you give this committee a general scope of the 
dollars amount involved in the procurement and fraud problems 
that you have uncovered to date? 

Mr. Gimble. Mr. Chairman, we can get that information. I don’t 
have it at hand. I would like to get back for the record with 

The Chairman. My question is: Can you say that in an open 
hearing such as this? 

Mr. Gimble. You are talking about the criminal investigations 
that we have ongoing, the value of the contracts? I believe we can 
say that. 

The Chairman. We would like to have a general scope of the dol- 
lar amount involved in your investigation. 

I am not asking for the specific dollars and cents, but can you 
give us a general scope of what you have thus far uncovered? 

Mr. Gimble. Mr. Chairman, we would like to get back with an 
answer. 

The Chairman. Do you know if it is classified or not? 

Mr. Gimble. I don’t think it will be classified. I think we can give 
you an unclassified answer. But we just don’t have that in hand. 

The Chairman. Can we do it during this hearing? 

Mr. Gimble. We can try that, yes, sir. 

The Chairman. I would certainly appreciate it. 

Mr. Taylor. 

Mr. Taylor. Thank you, Mr. Chairman. 

General, for your uniformed personnel under existing law, what 
is the time line that they would have to wait for a decision maker 
once he leaves the service to go to work with one of the firms that 
he has awarded with contracts? 

General Thompson. The time line that individual would have to 
wait depends on the rank of the individual and the kind of job that 
they had. 

Mr. Taylor. Okay, so if the individuals involved — which I under- 
stand were majors and colonels. Those time lines would be 

General Thompson. I don’t know the exact answer on how long 
a major would have to wait before he would go to work for a firm, 
especially one that he had dealings with while he was in an acqui- 
sition position or a contracting position. 

Mr. Taylor. Do you think the major would know? 

General Thompson. He has to know, because it is part of his eth- 
ics training that he goes through. 

Mr. Taylor. Okay. For a lieutenant general, what would it be, 
sir? 

General Thompson. It is a year. 

Mr. Taylor. General, I am not an attorney, and I am told an at- 
torney’s rule is you never ask a question that you don’t know the 
answer to, so I don’t know the answer to this one. 

But given the reports of the vice president’s ties to Halliburton, 
given Halliburton’s huge contracts in the area, I am just curious. 
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In your interviews with the people suspected of these crimes — be- 
cause I don’t think anyone has been convicted yet, is that correct? 

General Thompson. I would have to defer that to the investiga- 
tors. I know there are a number of people that have been turned 
over for prosecution, but there are more people 

Mr. Taylor. I would like to open this up to the panel. 

In your interviews with those people, I am curious if any of the 
suspects replied, “Well, everybody is doing it,” because I would sure 
hate to think that that was part of their answer. 

And I would sure hate to think that the vice president’s ties to 
Halliburton — although severed, but the compensation package did 
continue for five years — was a part of that. 

And I will open that up to the panel. Did any of the suspects at 
any time somehow throw that back out in their defense? 

Mr. Gimble. Representative Taylor, according to my information 
on our interviews and the criminal investigations, no one has of- 
fered that back in the course of a subject interview, that everybody 
is doing it. 

Mr. Taylor. Okay. Well, how about the explicit mention of Halli- 
burton and the vice president? 

Mr. Gimble. No, sir. 

Mr. Taylor. Okay. Mr. Gimble, I am curious, in the course of 
this, has your group made a recommendation to lengthen the pe- 
riod of time from which a decision maker, someone who actually 
awards contracts, once they retired, could go to work for one of 
these companies? 

Because we are dealing with enormous amounts of money. And 
I have got to believe human beings, being human beings, that that 
temptation would just be astronomical for someone to favor one 
company over another if they thought that that company was going 
to turn around and hire them for a substantial amount of money. 

Mr. Gimble. Sir, there are set ethics laws on the books today 
that would limit the time that someone could retire. For example, 
if I retire from the government service, I have a cooling-off period 
before I can deal with government — the people I worked with or 
represent, contractors. 

So there are a number of different rules, and they change the 
higher up your rank is. It gets a little more restrictive the higher 
rank you are. But those are a good part of the process. 

Mr. Taylor. But again, my question was: Has your group of- 
fered, as a recommendation, to extend those times? I mean, let’s 
face it. A lieutenant general is an extremely important individual. 

If the waiting period for a lieutenant general, of which there are 
very few and of great influence, is only one year, that is not very 
long. 

Mr. Gimble. Our organization has not made a recommendation 
to lengthen the waiting period in the ethics law. 

Mr. Taylor. Okay. 

Mr. Chairman, I yield back the balance of my time. 

The Chairman. Thank you. 

Mr. Saxton. 

Mr. Saxton. Thank you, Mr. Chairman. 
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And thank you all for being here today with us. It is a day of 
obviously great concern when we come together to address issues 
like this one. 

Ranking Member Hunter pointed out that in our Fiscal Year 
2006 Authorization Bill there was specific language that was in- 
cluded, which I have here, which required the, for example, identi- 
fication of a deployable cadre of experts with the appropriate tools 
and authority and training to — and trained in the process, under 
paragraph six, which refers to this process; and the requirement to 
provide training under a program to be created by the Department 
of Acquisition and appropriate steps to ensure that training is 
maintained for such personnel; and a requirement that not later 
than 365 days after the date of enactment of this act, the Secretary 
of Defense shall submit to the Committees on Armed Services of 
the Senate and the House of Representatives an interim report on 
requirements, definition, contingency contracting, and program 
management. 

And my first question is what is the status of that report? 

Mr. Assad. General, I think I can answer that. Sir, it is in draft 
form right now, and it should be submitted shortly. 

Mr. Saxton. I understand that the 365 days expires on October 
17th. Will we have it by October 17th? 

Mr. Assad. You should, sir. 

Mr. Saxton. Let me ask this question. We are here to review a 
situation in which military officers apparently carried out dishon- 
est acts for their own aggrandizement. 

As of 12 September, there are 78 criminal investigations and 20 
indictments, we are told, related to contract fraud in theater. The 
20 indictments are a combination of civilian and military person- 
nel, which General Thompson pointed out a few minutes ago. 

Of the billions of dollars and thousands of contracts that have 
flowed through theater since 2003, in your opinions, each of you, 
does this situation indicate that we have a cultural issue within 
the officer corps of individuals who are involved in procurement or 
management of procurement? 

Or does it appear to be a series of isolated events? I just guess 
we would like to start with General Thompson and just kind of 
move through the panel to get your impressions of this. 

General Thompson. Congressman Saxton, I have heard the brief- 
ings and the details from both the criminal investigation in the 
Army and the auditors. I do not think it is a culture. They are, for 
the most part, isolated incidences. 

Some of these cases are connected by the individuals and by ge- 
ography. You know, somebody that was in the Kuwait office, and 
then another case that has turned up in the Kuwait office. But 
from what I can tell, there is no conspiracy here. 

I think I can speak for the great majority, nearly the 100 percent 
majority, of military officers. This sickens me when there is even 
one case of an officer or non-commissioned officer who is involved 
in a case of fraud or accepting a bribe. 

And the initial hotline tip that came that started the investiga- 
tions that the Criminal Investigative Command (CID) and the 
DOJ, Department of Justice, are now heavily involved in was some- 
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body that saw that this was not proper and reported that to the 
proper authorities. 

I think the checks and balances are there. In many cases, it also 
comes down to just basic leadership. And in some cases you might 
not have the strongest leader, but where you have got good leader- 
ship you don’t have problems like we are seeing here. 

And I think you are going to come back down to that we didn’t 
have the right leadership and the right command climate in some 
of the places where you have got some of these investigations, but 
I do not think it is a widespread conspiracy and a culture issue out 
there. 

We have embedded ethics training in every acquisition course 
that we have got that deals with contracting. All the services have 
annual ethics training requirements for the acquisition folks. Those 
annual ethics requirements are greater than the normal civilian 
and military member of the service. 

And that is how I would answer that question, and I will ask 
anybody else to comment on that as well. 

Mr. Gimble. Mr. Chairman, we think that at this point, now, it 
is more of an isolated incident. We think the 

The Chairman. Please proceed and answer the question. Please 
proceed and answer the question. Mr. Gimble, go ahead. 

Mr. Gimble. I am sorry. What we think this is is pretty much 
isolated incidents as we could see now, a little more widespread 
than we would like. It does cause great concern. 

But we think the real issues here — it was a lack of controls, a 
lack of integrity and a lot of opportunity with a lot of money, and 
the temptation was there. And we have to work very hard to put 
those controls in place to mitigate that temptation and also reem- 
phasize the ethical training of the corps, both civilian and military. 

Mr. Assad. Mr. Chairman, I would like to start my comments off 
by saying I have the highest degree of respect for the folks in our 
military, both men and women, who do what we do for a living, 
and that is contracting. 

And the vast majority of them have incredibly high ethics and a 
great deal of honor. But one of the reasons why we set up the In- 
tegrity in Contracting in a Combat Environment subcommittee in 
the integrity panel process that we are going in is because we real- 
ly need to look at this very closely and very deeply. 

And we really do need to examine the entire process of how we 
are training our officers, the information we are giving them, as 
well as our enlisted, to ensure that there isn’t some underlying as- 
pect to this that we are not getting at. 

And that is the reason why I think the panel will be very effec- 
tive in doing that. And, in addition to that, one of the holes that 
we found, for example, is that we have not done a very good job 
of educating our leadership, our officers who are on the ground 
doing contracting, on what fraud indicators are, what they should 
be looking for. 

And that is a failure in terms of our training process, and we 
need to include that. But we need to look at this more deeply and 
examine it very carefully, because this is at the root of what we do, 
and we need to make sure that if there is some type of an issue 
that is not obvious on its surface that we root it out. 
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The Chairman. Dr. Snyder. 

Dr. Snyder. Thank you, Mr. Chairman. 

One of the worst incidents of fraud in the military history of the 
United States was at the end of the Civil War when the steamship 
The Sultana, the ferryboat on the Mississippi River, was contracted 
to haul a substantial number of former POWs who were released 
from Confederate prisoner-of-war camps at the end of the war. 

They were loaded up on the steamship. A lot of them were emaci- 
ated — you all know this history — very weak. The ship was not 
properly inspected. It was terribly overloaded. 

At a time of flooding a few miles up the river from Memphis, the 
boilers blew up, and we lost more personnel than died on the sink- 
ing of the Titanic. Family members tried to get investigations done, 
and there were investigations done, but the Nation was really tired 
of war. And it is an event that is not very well known. 

Maybe, General Thompson, I will direct this question to you. In 
all the things that you are looking at — and you don’t have to tell 
me about a specific case — of all the potential infractions out there, 
are there any that you are investigating that you think may have 
the potential to have led to problems in safety for our men and 
women in uniform? 

I am asking: Is it something more than just somebody taking a 
cut or making money, or was there some kind of product sold or 
not delivered in a timely fashion or not in the amounts necessary 
to put at risk some of our troops? 

General Thompson. I would defer the details on all the investiga- 
tions to the investigative agencies. But the things that they are 
looking at, for the most part, involve services being delivered in 
Iraq, Afghanistan, and Kuwait, not the weapons systems or the 
products that our soldiers, sailors, airmen, and Marines use. 

The checks and balances in the procurement of those systems, 
which are done back here, and the testing that goes on for those 
things that we put in the hands of our war fighters — I am highly 
confident that those procedures are proper and that we have a very 
rigorous process with an independent testing organization in all 
the services, overseen by the director of operational testing and 
evaluation of the Defense Department. 

So I am highly confident that the weapons systems that we give 
to our men and women in uniform do not have any of the issues 
like a faulty ship that has been under contract 

Dr. Snyder. So at this point you all think that the services are 
being provided. It is just the contractors that are providing them 
either shouldn’t have got the contracts because they paid money to 
get them, or somebody is making money off the contract itself 

It is a question of funds, not necessarily the quality of the prod- 
uct. Is that a fair statement, Mr. Gimble? 

Mr. Gimble. I think the one exception we have — we did have a 
product substitution issue dealing with food, but not of any — when 
we typically think of product substitutions, it is critical parts on 
weapons systems, and we haven’t investigated any of that in this 
theater up until now, and hopefully we won’t have cases of it. 

Dr. Snyder. General Thompson, in your written statement you 
talked about — you are apparently doing file reviews of 18,000 con- 
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tract actions out of Kuwait. How many different contractors does 
that involve? 

General Thompson. I don’t know the answer to the number of 
contractors. The contract actions is a greater number than the 
number of contracts. 

We are doing the file reviews both in Kuwait for the lesser ex- 
pensive, less complicated ones and we are moving the more com- 
plicated contracts and the contract actions associated with them 
back to the acquisition center as part of Army Materiel Command. 

And we will very systemically go through those with a team of 
very highly trained contract professionals augmented with auditors 
and augmented with CID fraud investigators. And we are doing 
what Mr. Assad alluded to a while ago, putting together a very 
comprehensive fraud checklist that we will use, using the checklist 
at all the different agencies that have responsibility in this area. 

And out of that, I think one of the things that will come is a com- 
prehensive, maybe DOD-wide, checklist that we will be able to use 
in the training and in future incidents where we have to go in, as 
part of our contract operations reviews, and look at the integrity 
of a contracting operation no matter where it may be. 

Dr. Snyder. Who gave us this handout? 

Mr. Assad. I did, sir. 

Dr. Snyder. What the hell does this thing mean? 

Mr. Assad. I didn’t know whether it would come up, but this is 
another tool that we are providing now to our contracting officers. 
It didn’t exist a year ago. And it is on the Web, and any contin- 
gency contracting officer in the world can enter into this site. It is 
made for them. 

It gives them all their policy and guidance, deployment informa- 
tion to different theaters. They can click on — there is a map behind 
it. Do you see? They click on their combatant command. It tells 
them all the policies and procedures that are now applicable to 
their combatant command. 

This is information they never had before, all in one place. Now 
they have got it. 

Dr. Snyder. So this is not a chart that I should follow this trail 
around here. That is where I was — this is just 

Mr. Assad. It is a Web site. 

Dr. Snyder. These are icons to take me to 

Mr. Assad. Yes, sir, the Web site. Yes, sir. 

Dr. Snyder. Now, what does “Ask A Professor” mean? 

Mr. Assad. “Ask A Professor” means that you are a contracting 
officer, you are in the field, you are trying to place a contract. You 
don’t quite understand a technical term, or you have got a problem 
with a source selection, and you don’t know how to solve it. 

You can go online. You can ask a Defense Acquisition University 
(DAU) professor, and he will get back to you within 24 hours with 
the answer. 

Dr. Snyder. Okay, thank you. 

Thank you, Mr. Chairman. 

The Chairman. Mr. Hayes. 

Mr. Hayes. Thank you, Mr. Chairman. 

And, ladies and gentlemen, thank you for being here. This is a 
critically important matter, the fact that you are here — and thank 
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you for doing this, Mr. Chairman — out in the open reemphasizing 
again and again how vitally important it is that we maintain the 
integrity of the process. 

Having said that, this is a unique set of circumstances. We are 
at war. We in the committee have every day said to you and the 
military, “We need you to get everything you need as quickly as 
you need to get it.” 

We are all a part of this. But again, going forward, what are the 
lessons learned? That is a good question to ask. And I am sure that 
people will look at us today and say, “Oh, if I had any douht, this 
is important.” 

And we are moving aggressively to make certain that human na- 
ture doesn’t do what it has done throughout the ages, as Dr. Sny- 
der and others pointed out. 

Having said all that, the question that I would ask as clearly as 
I can — and, Ms. Condon, ladies usually understand these questions 
better than the men, so I am going to start with you. 

There are two policies that seem to potentially conflict here. We 
have the policy that you use to equip — and I am talking specifically 
of arms, weapons — the multi-national force, MNSTC. 

And to my knowledge, that is a different policy from the one that 
we use when we are equipping foreign forces under more tradi- 
tional circumstances. If I am correct, what is the history there? 

And is the policy that we now have effective, given the urgency 
of the circumstances and the situation we find ourselves in? 

Ms. Condon. Sir, I apologize. I am probably not the appropriate 
one 

Mr. Hayes. Okay. 

Ms. Condon [continuing]. Discuss policy issues. 

Mr. Velz. I will address that. 

Mr. Hayes. Whoever would like to 

Mr. Velz. Congressman Hayes, I will address that. Traditionally, 
when the Department of Defense, working with Department of 
State, does security assistance to foreign militaries, it is subjected 
to the Arms Export Control Act and the Foreign Assistance Act. 

The type of money, the appropriations, that are used by Multi- 
National Security Transition Command-Iraq are supplemental ap- 
propriations that are, if you will, not subjected to the same laws. 

This basically enables MNSTC-I to do direct commercial con- 
tracting, to procure stuff, outside of the FMS world, outside of the 
foreign military sales world. 

This is a policy that Congress has supported since the first ap- 
propriations in 2004 in the Iraq Relief and Reconstruction Fund, 
which was the initial appropriation that provided $3.2 billion to 
really begin to train and equip the Iraqi forces. 

And then there have been three subsequent appropriations, in 
2005, 2006 and 2007, for the Iraq Security Forces Fund, and those 
have basically the same — the same language attaches to that that 
attached to the earlier appropriation, that, if you will, puts this 
outside of the foreign military sales/security assistance type of 
arena. 

Mr. Hayes. I guess another way to expand on what you said is: 
Have we taken the parts that are most effective for our normal for- 
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eign military sales (FMS) contracts and applied them again to 
these circumstances? 

Are there any policy changes that we need to be working on 
through the committee here that would make you more effective in 
pursuing your duties here? 

Mr. Velz. Well, sir, I can address what we are doing with the 
GAO in response to their recommendations that highlight some of 
these problems. 

There clearly has been a lack of guidance to MNSTC-I on what 
accountability requirements apply to them. There have been de- 
bates over whether some apply or some don’t apply. 

Working with the Joint Staff J-4, we are making sure that we 
go through all of the DOD instructions and guidance and make 
sure that we extract out the relevant and applicable guidelines and 
instructions that can, if you will, form a clear, unambiguous policy 
for MNSTC-I that, despite the fact that it is ambiguous, what ac- 
countability applies to them. 

But we will develop that guidance. And this is a result of the 
very good work that GAO did in highlighting this issue. 

Mr. Hayes. So you think you have got a handle on that. 

Mr. Velz. Yes, sir. 

Mr. Hayes. Mr. Chairman, I yield back my time. Thank you. 

The Chairman. I thank the gentleman. 

For clarification, whoever wishes to answer the question, where 
do most of the problems come from? Do they come prior to the 
warehouse in Kuwait, after the warehouse in Kuwait? Where along 
the line is the major problem that you have run into regarding 
fraud and corruption? 

Mr. Velz. Sir, are you referring to the procurement of equipment 
for the Iraqi Security Forces? 

The Chairman. Correct. That is correct. 

Mr. Velz. Well, you know, I wouldn’t want to comment on any- 
thing that involves any potential investigations, but I can speak 
generally. 

The Chairman. That is what I am asking. 

Mr. Velz. Yes, sir. The problem that GAO identified was that the 
equipment was basically coming into Iraq via multiple paths, some- 
times over land, sometimes over sea — or, I am sorry, sometimes 
through the air being delivered to Baghdad International Airport. 

And then in some cases, it would go directly out to an Iraqi unit. 
In other cases, it would go into the warehouse. And there simply 
weren’t enough people on the ground handling all this materiel 
flow to make sure that every single item got a serial number re- 
ported on MNSTC-Fs property book. 

There was an imperative to get this equipment out to the fight- 
ing forces as quickly as possible. And that was done through mul- 
tiple means that, as GAO found, meant that the documentation 
was just lacking in many cases. 

And therefore, we cannot tell if the number of weapons that 
MNSTC-I believes it transferred to the Iraqis were, in fact, trans- 
ferred. 

The Chairman. Ms. Bordallo. 

Ms. Bordallo. Thank you very much, Mr. Chairman. 
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And I wish to greet the witnesses, the gentlemen and the gentle- 
woman. Thank you very much for being here. 

To me, this is a very important subject matter, and my question 
to you, Mr. Gimble, is how will the Department of Defense record, 
analyze, and disseminate the lessons learned from contracting mis- 
takes and abuses and apply them during future contingencies and 
large contracting efforts? 

And I ask this because to successfully relocate the 3rd Marine 
Expeditionary Force from Okinawa, Japan to Guam — and I rep- 
resent Guam — in the coming years will require a significant 
amount of DOD contracting activity to occur. 

So while the relocation of Marines to Guam is not a contingency 
operation as is Iraq and Afghanistan and Hurricane Katrina relief, 
it will require massive, complex contracting operations to occur 
during a relatively short period of time and, I might add, in a re- 
mote area. 

The challenges the DOD will face in the process will be very 
similar. Is working to incorporate lessons learned today into future 
activities a priority for the Department inspector general? 

What is being done now in relation to the estimated $14 billion 
move of the U.S. Marines from Okinawa and enhancing other mili- 
tary forces on Guam? Are we on your radar screen? 

Mr. Gimble. Yes, you are on our radar screen, but let me maybe 
answer that in just a couple of ways. Lessons learned can come 
from two things. We in the inspector general oversight community 
do a number of reports, audit reports, inspections, also, the results 
of the investigations on the criminal side. 

And periodically, we summarize those reports into a summary re- 
port that identifies trends and corrective actions or an assessment 
of the actions being taken. 

We are in the process of doing that right now on 210 reports that 
are more than just DOD I.G. reports. There was a number of GAO 
reports. Army audit. Air Force audit and our own. That is one set 
of contracting issues that we are doing to help come up with some 
lessons learned. 

Also, in another project that we are doing, and this is where we 
take DOD I.G. only, and it is not necessarily limited to Southwest 
Asia, but just work we have done over the past. Since the year 
2000 there was about 240 reports that we have issued that identify 
contracting issues, and so we are looking at those to make rec- 
ommendations. Now, that is on the oversight side of the house. 

Also, you know, the Army stood up their big study on contracting 
issues. Mr. Assad has studies ongoing. So there is lessons learned 
off of the acquisition side that will be forthcoming. 

I think the challenge for all of us in the Department is to bring 
all of those factors together and, you know, have a good robust les- 
sons learned, particularly in the contracting process. 

Now, to address your Guam issue, we and DOD I.G. are now in 
the process of trying to establish a presence off the audit side in 
the Pacific Command (PACOM) arena which would cover Guam. 

We recognize that this move out of, you know, Okinawa into 
PACOM, as an example, is a huge challenge, and we are looking 
at that, and you can expect to see some audit reports coming forth 
on that as this progresses on. 
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Mr. Chairman, I would like to just provide a bit of information 
you asked me for just a moment ago, if I could, ma’am. 

I don’t have the specific number of contracts that you asked 
for 

The Chairman. This is in response to my question to you, Mr. 
Gimble, regarding the dollar scope involved in your investigations, 
is that correct? 

Mr. Gimble. Yes, sir, it is. Under criminal investigation, the 
value of the contracts and actions that they are currently looking 
at is about $6 billion, okay? 

Now, on the audit side of the house, we have 29 projects in the 
DOD I.G. that are addressing a scope of contracts and programs 
valued at $88 billion. 

The Chairman. Eighty-eight 

Mr. Gimble. Billion. 

The Chairman. Billion with a “B.” 

Mr. Gimble. Yes, sir, acquisition programs. Now, those are all — 
this is not criminal investigations. And I must say, on the $6 bil- 
lion under criminal investigation, that is not to say that all of that 
is, you know, tainted, or there is actual criminal — there is just 
some activity on those contracts, but the contracts are valued at 
about a total, as I am told today, about $6 billion. 

The Chairman. Thank you very much. 

Ms. Bordallo. Mr. Chairman. 

The Chairman. Yes. 

Ms. Bordallo. Mr. Chairman, I would just like to ask Mr. 
Gimble, just for the record, in answer to my question, then. This 
move, this $14 billion move that we are anticipating very soon, it 
is on your radar. You are monitoring it now, yes or no? 

Mr. Gimble. Yes, ma’am, we are, and I might add that we have 
issued an audit report that has budget implications on this move, 
and we can 

Ms. Bordallo. Very good. 

Mr. Gimble. I think it is classified, but we can make it available 
to you. 

Ms. Bordallo. Very good. Thank you. 

Thank you, Mr. Chairman. 

The Chairman. Thank you very much. 

Dr. Gingrey. 

Dr. Gingrey. Thank you, Mr. Chairman. 

I do want to ask a question but, you know, it is hard to come 
up with one. I am really appalled today. I appreciate the witnesses 
being here. 

This is almost as sad a day to me as hearing that another patriot 
has fallen from my district. That has happened seven times in the 
five years that I have been a member and been on this committee. 

But this is a pretty dark day. I mean, this is just as, almost as 
bad as a blue-on-blue death, as far as I am concerned. And I don’t 
think I am overstating that. 

Some of the witnesses have said that we need more ethics train- 
ing. Ethics training for a full colonel in the United States Army to 
me is like asking a Catholic bishop to re-read the Baltimore cat- 
echism. I am just absolutely appalled to hear about this, and I am 
concerned. 



28 


I don’t know whether to he more concerned about the corruption 
from officers of the United States military as I am about the diver- 
sion of weapons that ended up not only in the hands of people 
fighting in Turkey, the Kurdish terrorist organization in northern 
Iraq, but also the possibility that weapons are being diverted to the 
bad guys in Iraq that are killing our soldiers. 

So this is, to me — I am very depressed and upset to hear about 
this, and I will ask this specific question, and any of you can re- 
spond to it. 

The number of cases of fraud and corruption that seem to have 
developed in Kuwait — is this an indication of a cultural problem 
within the Army or any of its components? 

And as a follow on to that, how confident are we that the prob- 
lems identified in a fairly small office in Kuwait are not represent- 
ative of similar problems in large contracting offices engaged in 
contracting in Iraq? Anybody. 

General Thompson, let’s start with you. 

General Thompson. Well, sir, as I said previously, I don’t think 
we have got a cultural issue. You have got a number of individual 
cases, all the ones that we know about, being actively investigated 
today by the right investigative agencies. 

We do have internal controls and procedures both on the audit 
side and the investigative side to make sure that we don’t have 
problems in other places. 

One of the things that Ms. Condon and I are looking at is the 
frequency and the scope of those periodic reviews — adequate, to 
make sure we don’t have something like this happen again. And 
that is all part of what is on our radar screen, and it is all 

Dr. Gingrey. Well, General, with all due respect, and I think Mr. 
Hunter said this earlier, I think you are looking a little bit too 
long. And it is time for some action. 

And I hope these people that are responsible are brought to jus- 
tice in the same manner that Lieutenant Galley was brought to jus- 
tice in the Vietnam War. I think you ought to lock them up and 
throw away the key. 

You have got bad guys. You need to make an example of them. 

General Thompson. And, sir, I am confident that with the judi- 
cial process and the investigative process, they are doing what they 
need to do to make sure that they gather the evidence, and those 
people that need to be indicted will be prosecuted and appropriate 
punishment handed out. 

There has been no delay, once the problem was identified, in 
turning it over to the right investigative authorities. There is no 
delay there at all. 

Mr. Gimble. I would like to add just this thought. We in the 
oversight community, both in investigative and audit, we don’t 
know that this is isolated. We have said it is isolated incidents. I 
think the jury is out. We are still looking aggressively. 

We are committed to — if we find waste, fraud, and abuse or cor- 
ruption, it will be referred with appropriate authorities, and it is 
a very high priority with us in the DOD I.G. 

Mr. Assad. Mr. Congressman, I met a couple weeks ago with 
Major General Scott. I mentioned he is the commander of the Joint 
Contracting Command over in Iraq. And we talked about this. 
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And the discussion was centered around what more can we do to 
support him in this whole idea of ensuring that we get contracting 
with integrity. And you know, he and I concluded that this is all 
about leadership. 

And in his particular case I asked him is this look-in-your-eye 
ethics. In other words, are you looking in the eyes of the people 
that work for you so they understand from your point of view what 
you expect from them in this regard. And his answer was un- 
equivocally “yes.” 

And I think that, you know, it is at the fundamental root. It sick- 
ens all of us when someone suggests that an officer in our armed 
services is doing something inappropriate with regard to his honor. 
It is hard to understand that more than one would be. 

And so this is more — you are absolutely right. This is more than 
just putting ethics courses on Web sites. It is really more than just 
running people through ethics courses. 

And it is ensuring that every one of us who does what we do for 
a living know that if you do something inappropriate, we will find 
you, and we will refer you to the appropriate authorities, and we 
will prosecute you as much as we possibly can, that, you know, if 
you are going to go down that path, we are going to find you. 

Dr. Gingrey. Thank you, Mr. Chairman. I yield back. 

The Chairman. Thank you. 

Before I call Ms. Davis, Mr. Gimble, let me clarify. Contracts 
under investigation for criminal irregularities total $6 billion. Is 
that correct? 

Mr. Gimble. Yes, Mr. Chairman, that is correct. 

The Chairman. Contracts being audited by the Department of 
Defense and inspector general total $88 billion. 

Mr. Gimble. It is funds. It is not just contracts, but 

The Chairman. Is that correct? 

Mr. Gimble. Well, it is a combination of funds. In other words, 
when they — the Iraqi Security Fund — some of that is not con- 
tracted. But we are looking at the funds, so it is a total of $88 bil- 
lion being looked at on those 29 projects. 

The Chairman. Thank you so much. 

Ms. Davis. 

Mrs. Davis oe California. Thank you, Mr. Chairman. And I join 
my colleagues as well. I think that this is a — really does sadden me 
personally as well, and I think it is of great concern. 

You have talked about the fact that you don’t think this is, you 
know, so-called “bad apple,” perhaps bad apples, and not nec- 
essarily the culture. But you have also said that you believe that 
there was an opportunity. 

And we know that environments can be conducive to bad behav- 
ior. Certainly environments can give people the impression that ei- 
ther no one is watching, or it is okay, or we are too busy, we can’t 
focus, all those things. 

Talk a little bit more about that in terms of what we can take 
away from this and the kind of opportunity that you, I think sev- 
eral of you, suggested existed. What should we know about that? 

Mr. Assad. Maybe I could just address, ma’am — world-class com- 
panies, world-class organizations, have very effective checks and 
balances. They have separations of responsibilities. And I think 
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what we are going to find is that those checks and balances and 
separations of responsibilities were very fuzzy, were unclear. 

When we are operating in an operation within the United States, 
we have a number of organizations — Defense Contract Audit Agen- 
cy, Defense Contract Management Agency, the DOD I.G., CID and 
CIS — a number of activities which provide the foundation of our 
checks and balances. 

It is fair to say that when we got into a combat environment, we 
didn’t have those checks and balances in place in all cases. 

And if you have a chaotic environment to begin with, very hectic, 
you have folks who may be trained but don’t have a lot of experi- 
ence, and then you don’t have the necessary checks and balances, 
there is a higher likelihood that those people who don’t have ethics 
or integrity are going to be successful in doing inappropriate 
things. 

So I think that what we are really getting from this, from a De- 
partment of Defense point of view, is, as we look toward providing 
the joint contracting force, is to ensure that we have those checks 
and balances in place, not just contracting folks, controllers folks 
and the folks that accept the materials and goods and services, that 
there is a separation 

Mrs. Davis of California. Is that something that also would 
apply? I know that the New York Times article highlighted the fact 
that in a war theater people are trying to do things quickly, very 
quickly. 

And in fact, even General Petraeus, I think, indicated that it was 
more important to get ammunition, to get weapons, out to those 
who were going to help us as opposed to trying to have a data sys- 
tem, a tracking system, in place at that particular time. 

Does that also apply in that case, and would it — how would you 
assess that? 

Mr. Assad. My view is that we always need adequate checks and 
balances in place. 

General Thompson. Ma’am, if I can just — ^you know, my answer 
would be very, very similar to what Mr. Assad said. And I will 
make a point of clarification here. 

In simple terms, there are three different things involved. It is 
the requirement. What do you want to buy, or what service do you 
want to provide? The contract instrument itself — and there is mul- 
tiple contract instruments. And then it is the management of the 
delivery of that service or product and the execution. 

Those checks and balances — if you have a separate requiring ac- 
tivity, a separate contracting activity or individual, and a separate 
individual or activity that is managing the delivery of that product 
or service, that is one of the best checks and balances. 

And then there is oversight on top of that, oversight in the con- 
tracting organization, and then the oversight agencies like the 
DOD I.G. and the audit agencies. 

Even on something that you need very, very quickly, you can still 
have those three separable pieces there. 

And I think it is fair to say in general that there is a number 
of cases under investigation right now where a contracting official 
was also the official that was monitoring the execution of that con- 
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tract, as opposed to a different individual, and the necessary over- 
sight wasn’t there. 

And so that is one of the systemic issues that we have got to ad- 
dress. 

Mrs. Davis of California. Were these checks and balances in 
place as we went to Iraq? I mean, what was in place? Because we 
talked about the law that was put in place in 2006, but in essence, 
I mean, what was in place prior to that — those same checks and 
balances? 

And were there plans to implement those? What happened to 
that? 

Mr. Gimble. Let me address just a piece of that, if I could. One 
of the things that we see continually is that a part of this contract 
surveillance that the general is talking about is that when you 
have somebody that receives the materiel and how they document 
the receipt of the materiel — all through these audit reports and in- 
vestigations, one of the things you see as a critical failure is the 
closing out the loop that, if I received a weapon, a truck or what- 
ever, who signed for it, and how is it identified, and how did it get 
back into the repository to be paid, and so forth. 

We see that as being a critical weakness, and that is one of the 
things which we have done a lot of work on. In fact, we started 
working collaboratively with the Defense Finance and Accounting 
Center, and they are working also with the command, to determine 
how do we best put a repository of these needed documents. 

One, do you have them? But also, when you have them, do you 
have them stored in a manner that you can find them and close 
the loop on that? That in itself is a control that would take away 
a lot of temptation. 

In other words, if I take a good in, and I have got to put my 
name on the document, well, there is a paper trail there that, if 
I didn’t have to put my name on it, there is no paper trail and it 
could disappear and 

Mrs. Davis of California. I think that we have always as- 
sumed, and I know I always believed, that we had those kinds of 
logistics controls in place. And we are obviously teaching the Iraqi 
army how to do this now, so we would certainly be concerned about 
how we are transmitting that. 

Thank you. 

The Chairman. Before I call on Mr. Kline, it is interesting to 
note that in the corporate world, there are some large corporations, 
international in scope, that do a great deal of work involving bil- 
lions of dollars and billions of sales, and they don’t have a problem 
like this. 

Why is it that the United States military has this problem, as 
opposed to large multinational corporations, Mr. Gimble? 

Mr. Gimble. Mr. Chairman, that is a great question, and if I 
could give you a really definitive answer, I think I would be in 
pretty good shape. 

I think the issue, really, though, is that when you have the large 
multinational corporations, a lot of times they don’t go into a com- 
bat zone. 

I am not trying to say that as an excuse, but one of the issues 
that we saw, like on this documentation, is you are rotating the 
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core groups in and out. Initially it was at four months to six 
months. And there would be whole units of these people that were 
doing the paying and contracting, and the files got separated. 

And I think there is a point that firmly needs to be brought out, 
too, is that just because you can’t account for a piece of equipment 
or a weapon, that doesn’t necessarily mean it is missing. It may be 
somewhere in the warehouse. 

And we have seen some evidence where there wasn’t a record of 
where the weapon came in. You could go in the warehouse, and it 
would actually be in the warehouse. We have seen a couple of ex- 
amples of that. 

So I don’t think I have answered your question very well, but 
why does this happen? I think it happens because you have a huge 
turmoil and, you know, a combat situation. And I don’t necessarily 
think that is a good answer, but I think that is what caused the 
issue. 

The Chairman. Mr. Kline. 

Mr. Kline. Thank you, Mr. Chairman, and thank the panel for 
being here. 

We have some interlocking issues here, but following along Gen- 
eral Thompson’s idea of sort of breaking this down into a couple 
of pieces, one of them is that we had what has made this a very 
dark day for me. 

We had apparently some senior officers who solicited, accepted 
bribes, were involved in just horrific illegal conduct. And as the 
general said, I think there are a number of things involved here, 
but one of them is a breakdown in leadership in this. 

And I concur with a number of statements made here today. This 
isn’t a matter of holding another ethics training class for a colonel, 
but it is a matter of making sure that colonel goes to jail, or what- 
ever the appropriate punishment is. 

But I would also hope that the Army — and I am just looking at 
the general here; he happens to be the man in uniform — that the 
Army is going to look at the leadership failures which occurred 
here. Because I am convinced they did occur, and whether they 
were civilian leadership or uniformed leadership, that those people 
are held accountable. 

There is another issue that we have been going at, and that is 
a matter of process and controls. And I have a question I am going 
to ask Mr. Gimble here in just a minute. 

But I want to identify with some of the remarks that my col- 
leagues have made about this. There has been a lot of stress here. 
There is no question. 

We in this Congress and commanders and troops in the field and 
parents and all manner of people have put a great deal of pressure 
on the system, if you will, to get the appropriate services and 
equipment in the hands of our soldiers as quickly as possible. 

We didn’t want soldiers to continue to operate in 130-degree tem- 
perature without having some air conditioned quarters. We didn’t 
want them to eat meals ready to eat (MREs) indefinitely. We want- 
ed them to have a place to go and have good chow. 

And we certainly wanted the armor on those trucks and vehicles 
faster than immediately, and we didn’t want to delay and have a 
six-month contract letting bidding process. 
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We wanted to get the armor on the trucks and start saving lives. 
So I understand that there was pressure to do that. 

But to Mr. Gimble’s point about major corporations, in response 
to the chairman, not going to combat, the United States Army and 
the United States Marine Corps do go to combat and have gone to 
combat. And this isn’t the first time. And it isn’t the first time we 
have had to let contracts in such a circumstance. 

So I am doubly, triply, quadruply appalled at this day, at the 
horrific conduct of commissioned officers and a clear breakdown in 
leadership. The fact that the Army is unprepared to respond in 
these circumstances is — I am sorry, I know it is tough. I explained 
the pressures. But it is also inexcusable. 

So the question: When do you think — and it can be to anybody, 
but Mr. Gimble brought it up, that part of the problem is we have 
got a process, and we don’t have controls — when are we going to 
have those controls that we can count on so we are not back here 
at another hearing in six months? When is that going to happen? 

I know Mr. Assad addressed it, Mr. Velz. We have got all sorts 
of things going, panels and subpanels and things. When are we 
going to have the controls? 

Mr. Gimble. Let me maybe take the first crack at that. We 
issued a report in 2005, and one of the recommendations that was 
in there was the fact that the MOI, or the ministry of interior po- 
lice, did not have the accountability on their weapons. 

And the Department has responded back to us, MNSTC-I in par- 
ticular, that they have got the procedures in place, and they have 
got to detail all the things that you are doing. 

Now, one of the things that I would tell you is that it looks good 
on paper, and General Kicklighter is over in theater, and that will 
be one of the things that that team follows up on, is to test — okay, 
you say you have these controls in place. 

And I can tell you, looking on paper, they look pretty good. They 
look pretty robust. But it is one of those trust but verify, and it will 
be — I hope that we can come back to you when he gets back to 
make his report and have good news on that. 

I will have to hold that in abeyance until we see what the results 
of his review, you know, turns up. 

Mr. Kline. Thanks for that answer. I would hope that inside the 
United States Army and in our contracting process, not just in the 
ministry of the interior or ministry of defense in Iraq, that we have 
got some controls and processes in effect. 

We have American contracting officers here. How are we doing 
there? 

Mr. Gimble. Well, I probably should explain. The event that led 
us to make that recommendation was our review in the ministry 
of interior looking for those weapons. 

But the procedures that they have come back with are the ware- 
house procedures that would take care of, you know, not just the 
ministry of interior but it is a MNSTC-I total look at how they do 
their process, procedures. They have developed internal controls. 

Mr. Kline. Okay. 

Mr. Chairman, I yield back. 

The Chairman. Thank you, Mr. Kline. 

Mr. Ellsworth from Indiana, please. 
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Mr. Ellsworth. Thank you, Mr. Chairman. 

Thank you, witnesses, for coming today. I was sitting over here 
listening to everybody and had a lot of the same comments. The 
chairman took one of my questions about multinational corpora- 
tions. 

I was going to say if UPS can tell me where a package is on 
any — in real time — why can’t we track some of our things. 

And Dr. Gingrey said a blue day and talked about appalled. And 
I got to thinking about that, you know, this is not just the military. 
In fact, our own body of Congress has several cases pending of brib- 
ery, theft, taking money, crashing and burning in shame, both in 
the House and the Senate. 

Members of the clergy certainly have been shamed in media re- 
ports, as well as past presidents have been accused. And we all ask 
ourselves how could this happen. And I heard that today: How 
could this happen? 

And really, I think the bigger question is that — are we doing ev- 
erything we can do to prevent this? And that is what we really 
have to do, is find the best and the brightest. 

I was a cop for 25 years before coming to Congress in January. 
I had a jail full of people, 512 people, and a percentage of those, 
everybody said, “How could this person have done this?” Some peo- 
ple you might expect by their past record. 

And so there is always going to be people that will try to, out 
of greed or whatever, will try to do things. Our responsibility in 
this Congress is to try — and then by hiring you and the Adminis- 
tration hiring you, to try to combat that as best you can, with the 
best. And we expect our government to have that best process in 
place. 

One thing I found since being here in January is that — and I 
wrote down a couple of quotes today. And it is not just Armed Serv- 
ices. I was in a Small Business hearing yesterday and I heard the 
exact same — we were kind of beating up on the Small Business Ad- 
ministration (SB A) a little bit. 

And I heard some of the same things: We need to look at this 
more deeply, we are moving toward, recently formed, we are going 
to, we need to form, and we are in the process. 

And I am not against that, but these, as we said before, these 
are not the first cases of waste, fraud, abuse, and theft in any 
branch of government, and you know, we had these before. We 
probably had it in Vietnam, Korea, Bosnia. You name the conflict, 
we had these. 

And the American public expects us to do a better job and find 
the best. And if we can’t, if we aren’t the best, then hire the people 
away from UPS or FedEx, to be fair, and whoever that person is. 

The one thing I don’t want our troops to get the message is 
that — I gave out public-owned equipment to my deputies. I told 
them, “Take care of it. Do the best you can. But if you have to 
break that piece of equipment to defend your life, if you have to 
throw it away or do something with it, that is okay; just be able 
to explain it later.” 

And I think I don’t want to send the troops a message that two 
guys in the field can’t exchange their clip because I have to account 
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for — I only get three and I can’t trade that. That is not what our 
troops need to hear. 

But we are public, and this Congress has sunk a ton of money 
into what the gentleman just said — MRAPs. Do it now better than 
later. 

But our public, no matter how they feel about this war — whether 
we should be there, whether we shouldn’t, come home, stay there, 
whatever it is — want us to spend their dollars wisely and give the 
best accounting. 

They know people will steal. It is going to happen. But then they 
expect us to catch them and punish them. That being said, I would 
go forward from here and find those people, do the best we can, 
and in the fastest manner we can so, as I said, we don’t have to 
come do this a lot, and our whole entire government, from Con- 
gress down to the leaders, get egg on our face again. 

And with that, Mr. Chairman, I would yield back. 

The Chairman. I thank the gentleman. 

Ms. Shea-Porter from New Hampshire. 

Ms. Shea-Porter. Thank you. Chairman. 

As a former military spouse, my heart is sickened by what I have 
heard today. I am hearing all the little words like “put proper con- 
trols,” “lessons learned,” “checks and balances,” “teach them to look 
for fraud.” 

That is probably one of my favorites, because I know how to look 
for fraud, and I know the American public knows how to look for 
fraud. 

As a matter of fact, they have been hollering, absolutely holler- 
ing, in the papers for several years now, very suspicious of certain 
companies which we don’t need to name again, and suspicious of 
connections to companies. 

We knew there was fraud. I cannot understand this at all. And 
then saying that our troops were not up to the complexity of the 
job of finding the fraud. Now, I don’t mean to sound facetious, but 
we have contracted everything else out. Why didn’t we contract 
that out, so that we could at least have somebody who knew how 
to look for it and would look for it? 

And the reason that you are hearing this kind of controlled rage 
right now is because we have other decisions to make when we go 
to votes, and we have to be fiscally responsible. We have the great- 
est deficits in history. 

And so I am looking, saying, “No, we can’t vote for this program 
which would help our people,” but $6 billion here, $9 billion unac- 
counted for — ^you know, I feel sorry for you all, because you are 
here defending the indefensible, and you and I know that. 

But Americans are asking us how could this have happened, and 
what was the climate for this? 

And another problem that I am having here is what about our 
troops? 

You made a comment, Mr. Velz, about the small arms, that we 
wanted to get things out, not all of them were registered with se- 
rial numbers. I would like to tell you how many were not reg- 
istered — 370,000. Ten thousand were registered. 

Now, is anybody else worried about the safety of our troops if we 
are not even tracking this? And when we see certain people — I 
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mean, everybody can recognize when suddenly somebody is living 
better than the other guys. That should send a flag, even if they 
never had a bit of training. 

But I do remember reading something in the paper about when 
they were trying to send over accountability teams to do this, that 
it was stopped. And so my question is painful, but I am going to 
ask it. 

Mr. Velz, I will start with you. Mr. Gimble, I don’t even know 
who would have had this. Was the former Secretary of Defense, 
Donald Rumsfeld, ever discouraging any of this? Was this ever 
brought to his attention? 

Mr. Velz. Ma’am, I just don’t know the answer to that question. 
I have never met him. I don’t know. 

Ms. Shea-Porter. Okay. Does anybody know? And I am sure 
you know what I am talking about when I read in the papers be- 
fore I was in Congress that they wanted to send some teams there 
to take a look at, and have financial accountability, and that was 
not allowed. 

Does anybody remember that part? 

Mr. Velz. Ma’am, I can tell you, I have been on assessment 
teams that have been sent by the Secretary of Defense. And among 
the issues we looked at was the capacity and capabilities of 
MNSTC-I and other organizations doing reconstruction activities 
in Iraq. 

And we did report back honestly that we thought they needed 
many more people. I don’t know what the results of that were, 
though. 

Ms. Shea-Porter. So you don’t know where the report went. 

Mr. Velz. I was just one of the staffers working on the report 
in the field, gathering the data, building the response. I was not 
involved in any of the briefings that reported that back to the sec- 
retary. 

Ms. Shea-Porter. What year was that? 

Mr. Velz. 2005 and 2006. I have done others. 

Ms. Shea-Porter. Okay. So two years ago you knew that we 
didn’t have enough people there to 

Mr. Velz. Yes, ma’am. I mean, that has been an issue that many 
people have raised. General Petraeus, when he was the commander 
of MNSTC-I, told us he needed many more people. We reported 
back that recommendation as well. 

But there are limitations on the availability of personnel 
throughout the military with the right skill sets to do these very 
unique types of jobs that they are doing there. 

Can I just address the small arms issue really quickly? 

Ms. Shea-Porter. Sure. 

Mr. Velz. You are right, that was a significant problem that 
most of the weapons were not being registered in the small arms 
registry. 

SIGIR, Special Inspector General for Iraq Reconstruction, point- 
ed that out to MNSTC-I last year. MNSTC-I at first was resistant 
to entering that data into the 

Ms. Shea-Porter. Okay, I will have to cut you off because I am 
almost done with my time. But we are talking only 10,000 of 
370,000, so 
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Mr. Velz. Ma’am, they are entering all the records now, and they 
are — retroactively, they have entered as many as they can find. 

Ms. Shea-Porter. Well, the problem is that we have troops there 
who could be exposed to our weapons that we lost track of, and 
that we had dishonest contractors. 

And what I have heard today, while I certainly appreciate the 
fact that we have checks and balances and lessons learned and 
paper controls, we are in our fifth year with a war that has just 
absolutely, absolutely divided this Nation in money and in lives 
and in political world. 

And how do we go out and explain to the American public what 
you just said to us today? That we have learned lessons and we 
have checks and balances now, when they knew — the Americans 
knew — they could read the front page — that we were having prob- 
lems two years ago, three years ago, four years ago. 

I can’t explain the gap in time, and I really don’t think you can 
either. And that is probably the reason for the heaviness in my 
heart today, hearing what I heard. But I thank you for being here. 

The Chairman. I thank the gentlelady. 

Lake City Army Ammunition Plant is in Jackson County, edge 
of Independence, Missouri, near my district. For 52 years, the chief 
civilian employee, though a lieutenant colonel was always tech- 
nically in charge — the chief civilian employee was a man by the 
name of Dale Pollard. 

And Dale Pollard treated every contract — because it was a GOCO 
plant, a government-owned, company-operated plant — treated 
every contract as if it were his dollars. And he was one of the most 
frugal persons I had ever known. His home was my home town of 
Lexington, Missouri. 

And out of all this today, some people may get the idea that we 
are riddled with corruption out there. But there are Dale Pollards 
in this world. 

And to them, let’s tell them through your actions, through our 
actions here in Congress, to keep doing a good job. Keep setting an 
example. Those that sully their name or the process by which we 
support our troops should come to light and be dealt with. 

So we thank you for your efforts in culling those bad apples out, 
but in the meantime let’s keep in mind and be grateful to those 
who do their job, never ask for anything except an honest day’s 
sleep. 

So with that, we thank you for a revealing, sad hearing, but it 
is one that we needed to have. So you continue to do your job, and 
we will do our best to do ours. Thank you. 

[Whereupon, at 1:39 p.m., the committee was adjourned.] 
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Thank you for the opportunity to appear before the Committee today 
to testify on accountability issues during contingency operations and to 
discuss the work of the Department of Defense Inspector General (DoD IG) 
in Southwest Asia. My intention today is to focus on discussing our ongoing 
assessment related to accountability of weapons, munitions, and explosives, 
as well as contracting in general. 

Background 

To date, over $550 billion has been appropriated to the Department of 
Defense in support of the men and women of our Armed Forces in 
Southwest Asia and the fight against terrorism. To provide oversight, we 
have over 225 personnel working on 29 audits and 90 investigations that 
address a wide variety of matters to include contracting, accotintability, and 
required documentation. Additionally, we are working with other DoD 
organizations, such as the Army Audit Agency, the Army Criminal 
Investigation Command, and the Defense Finance and Accounting Service, 
to evaluate and provide recommendations for actions addressing these 
critical mission support areas. 
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Identified Issue Areas 

Establishing and Maintaining Appropriate Controls on Materiel 

As the Committee is aware, from our previous discussions, the DoD 
IG has been concerned about the challenges and conditions regarding the 
accountability and control of equipment provided to the security forces in 
Afghanistan and Iraq since 2005. In July 2005, we issued a joint report with 
the Department of State Office of Inspector General (DoS IG) on the 
Assessment of the Afghanistan Police Training and Readiness. In 
November 2006, the DoD and DoS issued a second joint assessment report 
on Iraq Police Training. In October 2006, the Special Inspector General for 
Iraq Reconstruction issued a report titled “Iraqi Security Forces: Weapons 
Provided by the U.S. Department of Defense Using the Iraq Relief and 
Reconstruction Fund”. In July 2007, the U.S. Government Accountability 
Office issued its report titled “DoD Cannot Ensure That U.S.-Funded 
Equipment Has Reached Iraqi Security Forces.” All of these reports 
identified different aspects of equipment accountability issues; some 
specifically addressed weapons, ammunition, and explosives that were 
financed or purchased by the U.S. Government and intended for use by the 
Iraqi and Afghanistan Security Forces. 
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As this committee is also aware, DoD Inspector General Claude M. 
Kicklighter has recently briefed Members of Congress and Defense 
Department leadership regarding important issues with respect to munitions 
accountability and controls in Iraq and Afghanistan. As a result of these 
discussions, it became apparent to the OIG that the need for a review of our 
accountability of equipment, specifically small arms supplied to the Iraq 
Security Force (ISF) must be one of our highest priorities. As a result, the 
DoD Inspector General assembled an interagency, inter-service assessment 
team which is currently in theater assessing the current oversight conditions 
on the ground. I will be discussing the make up and goals of this assessment 
team later in the testimony. 


Contracting and Contract-related Issues 

The Government Accountability Office continues to designate DoD 
Contract Management as a high risk area and has done so since 1992. 
Further, since 2000, our office has issued over 240 reports that have 
identified problems and made recommendations for improvements in the 
Department’s contracting and contract-related processes. These areas 
include contract administration, contracting for goods and services, source 
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selection procedures, and contract payments. Many of these reports indicate 
that accountability issues pertaining to the contracting process remain; those 
issues include adequate requirements definition to meet user needs, proper 
acquisition of goods and services, timely and proper delivery of goods and 
services; and timely and proper payment. 

Recently, the DoD IG audit report on “Procurement Policy for 
Armored Vehicles,” (Report No. D-2007-107, dated June 27, 2007) 
identified problems with meeting contract requirements, source selection 
procedures, and timely delivery. Management concurred with the report 
recommendations, which included assessing liquidated damages for late 
delivery of the armored vehicles and competing future contracts. 

Such issues continue to impact the effectiveness of U.S. forces 
deployed in support of Operation Iraqi Freedom and Operation Enduring 
Freedom. Specifically and equally critical is the accountability and success 
of equipping and training the Iraqi and Afghanistan Security Forces. These 
areas merit increased emphasis and management attention. 

Recently, we briefed the Secretary of Defense, the Chairman of the 
Joint Chiefs of Staff, the Secretary of the Army, and other senior leaders 
withm the Department on accountability and contracting high-risk areas that 
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may require increased oversight and attention. All of these leaders 
welcomed the DoD IG oversight efforts and are committed to taking actions 
where and when warranted. 


Ongoing Work 

Assessment Team for Munitions Accountability - Team Composition 
and Goals 

.A.S part of its strategic plan, the DoD IG plans to assess the overall 
training and equipping of the Afghanistan and Iraqi Security Forces. As 
amiounced in our July 27, 2007 memorandum, an assessment team led by 
the IG is now assessing the effectiveness and efficiency of the 
management and accountability of munitions (weapons, ammunition, and 
explosives) in Iraq and Afghanistan as the immediate objective of this 
overall strategy. Specifically, the mission of the assessment team is to: 

1 . Determine whether the U.S. Government has positive control and 
accountability over munitions it is providing to the Iraqi and Afghan 
Security Forces. 
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2. Ensure the contracting process for buying these munitions includes the 
appropriate level of control and accountability to include items such as 
security measures. 

3. Reduce the risk of contract fraud and corruption. 

4. Continue to investigate and refer those who broke the law for 
prosecution. 

As a result of these assessments, the DoD IG intends to: 

• Make immediate recommendations to the senior commanders on 
the ground and leaders in both the Army and Office of the 
Secretary of Defense to initiate actions to address any oversight 
weaknesses identified 

• Identify and share any immediate lessons learned or leading 
practices identified in either Iraq or Afghanistan that could be 
applied to the provision of munitions to the other country’s 
security forces. 

• Identify systemic problems related to the equipping of the Iraqi and 
Afghanistan security forces, especially regarding munitions, and 
recommend corrective actions that can be initiated to address these 
issues. 
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Finally, as part of the assessment, the team will look at the 
Departmenf s capacity and structure for investigating, auditing, and 
inspecting to ensure that appropriate numbers of qualified personnel are 
working together to conduct our oversight mission Southwest Asia. 


Contracting Issues 
Audit 


As stated earlier, the DoD IG has 29 ongoing audit efforts that address 
overall accountability of wartime expenditures, such as contract 
administration, logistics management, funds management, and the equipping 
and training of Iraqi Security Forces. Specifically, we are reviewing 
contingency contracting in a wartime environment, particularly with regard 
to adequate documentation and internal control procedures. Our ongoing 
work has generated efforts to improve collaboration between support 
organizations and forward deployed forces to help standardize procedures in 
a wartime environment, such as procedures for the retention of accounting, 
disbursing, and property records. As we move forward, specific examples of 
our ongoing work include reviews of: 
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• Use and controls over the Iraqi and Afghanistan Security Forces 
Funds; 

• The effectiveness of practices related to solicitation, award, quality 
^surance, oversight, and final acceptance of construction projects; 

• Armoring of Army Medium Tactical Vehicles; 

• Procurement of Body Armor to include the adequacy of first article 
testing prior to award of contracts; and 

• The controls over the issuance and use of the DoD common access 
card in Southwest Asia. 

We are also working collaboratively with other organizations within 
the Department. For example, as part of our efforts to immediately address 
accountability issues germane to funds management in a wartime 
environment, we are working with the Defense Finance and Accounting 
Service on all related audit efforts. Another example is our work with the 
Army Audit Agency on contracting procedures implemented by the Joint 
Contracting Command-Iraq/Afghanistan. 

Additionally, we are summarizing 210 Government Accountability 
Office, DoD IG, Army Audit Agency and Air Force Audit Agency audit 
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reports and testimonies that had reported contract, funds management, and 
other accountability issues that impact mission critical support to Operations 
Iraqi Freedom and Enduring Freedom. We plan to use that information to 
identify any systemic issues and control weaknesses. We will also review 
the recommendations in these prior reports and report on the status of 
actions on these prior recommendations. A matrix of that summary is 
provided for the record. We are also providing for the record a complete 
listing of recently completed and ongoing DoD IG audit and evaluation work 
on contracting and other accountability issues. 


Investigations 

The Defense Criminal Investigative Service (DCIS), the criminal 
investigative arm of the DoD Inspector General, has been engaged in 
investigating DoD-related matters pertaining to the Iraqi theater, to include 
Kuwait, since the start of the war. As noted previously, DCIS has about 90 
ongoing investigations related to the war effort (war profiteering, contract 
fi'aud, and contract corruption). Most of these investigations are being 
conducted as part of a joint effort with other law enforcement organizations. 
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Our investigators also work collaboratively as part of the larger 
contractor oversight effort. As an example of investigative cooperation and 
synergy, in January 2004, an investigation was initiated on Information from 
the Defense Contract Audit Agency (DCAA) concerning allegations of 
kickbacks and gratuities solicited and/or received by Kellogg, Brown & 

Root (KBR) employees, and KBR overcharging for food, meals and fuel. 

To address this complex referral, a Federal investigative task force was 
formed at Rock Island, EL, comprised of DCIS, Army CID, the Federal 
Bureau of Investigation, the Internal Revenue Service Criminal Investigation 
Division, and the Office of the United States Attorney for the Central 
District of Illinois. The task force continues to examine criminal allegations 
involving the execution of the U.S. Army’s Logistics Civil Augmentation 
Program (LOGCAP) IB contract by KiBR. Some prosecutions have occurred 
and others are anticipated. 

More recently, as a result of the magnitude of alleged criminal 
activities within the Iraqi theater, a group of Federal agencies has formalized 
a partnership to combine resources to investigate and prosecute cases of 
contract fraud and public corruption related to U.S. Government spending 
for Iraq reconstruction. The participating agencies in the International 
Contract Corruption Task Force (ICCTF) are DCIS; Army CED’s Major 
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Procurement Fraud Unit; the Office of the Inspector General, Department of 
State; the FBI; the Special Inspector General for Iraq Reconstruction; and 
the Office of the Inspector General, Agency for International Development. 

The ICCTF has established a Joint Operations Center which is a case- 
coordination cell and criminal intelligence element aimed at achieving 
maximum interagency cooperation to successfully prosecute fraud and 
corruption cases in support of the war effort in Iraq, The mission and 
objectives of the ICCTF are a shared responsibility of the participating 
agencies. Case information and criminal intelligence are shared without 
reservation and statistical accomplishments will be reported jointly. The 
agency heads or their designees meet regularly to collectively provide 
policy, direction, and oversight. 

As a result of closed and ongoing investigations, five Federal criminal 
indictments and ten Federal criminal informations have been issued, and two 
Article 32 hearings under the Uniform Code of Military Justice have been 
conducted. As a result of the investigations, nine U.S. persons and one 
foreign person have been convicted of felonies, resulting in a total of 
approximately fifteen years of confinement and eleven years of probation. 
Four individuals and one company were debarred from contracting with the 
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U.S. Government; nineteen companies and persons were suspended from 
contracting; and two contractors signed settlement agreements with the U.S. 
Government. In all, $9.84 million was paid to the U.S. in restitution; 
$323,525 was levied in fines and penalties; $3,500 was forfeited; and 
$61,953 was seized. 


Inspections and Evaluations 

In conjunction with the Department of State IG, the DoD IG 
conducted evaluations of the police training programs in Iraq and 
Afghanistan in July 2005 and November 2006 respectively. These reports 
also identified the need for controls over accountability of equipment 
provided to the police forces. We have also provided a mentor to facilitate 
development of an IG system for the Ministries of the Interior and Defense, 
which supports accountability and integrity within those organizations. We 
have ongoing assessments of the efforts to train and develop the Inspectors 
General for the Iraq security forces. 
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Closing Comments 

In closing, the DoD Inspector General has made obtaining the most 
accurate assessment on the accountability and control of weapons, 
ammunition and explosives provided to both the Afghanistan and Iraq 
Security Forces as one of its highest priorities. If we find shortfalls in the 
accountability and control of weapons, we will make appropriate 
recommendations and work with commanders on the ground and the senior 
leadership in the Department to find solutions. We also will continue to 
work on contracting issues to tighten up controls and strengthen processes. 
We will continue to work with U.S. law enforcement agencies to identify 
potential criminal activity for investigation and prosecution. We will 
identify any lessons learned and work with Department leadership and 
Congress to fix any systemic issues. 

I look forward to your questions. 
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Completed DoD IG Projects 
(as of Sepfember 14, 2007) 



Contractors iO2O07-EC0aL&.0i39.0<Ki 


Use of Commercial isaitft (Reoor 


Maintenance Appropriatiofi Accoonts 2142020 


iManaqing 


U.S. Euro pean Command tReport Nio. D-20074}&Sj 


fOerf to Parsons Corporafion and its Subsidiaries iD2008'IK)£)OCK- 


fAudit Reseai'cn on 0i 




!lmpienien!_8l!on_<^lbe Commanders’ 


rncy Response Program iri Afgbanisain {Report tjo. D-2007-05ei 


•ian'iai MarTO 


Seauntv Forces Fund irr SouU rir^est Asia - P h ase li [Report No. D-2P07-0 60i 


;OIHOEFi 2&-Jan-07 


MarHijr 


WiHr in th e U.S, Centra! Command {Report No. p-20074>4Si 


(i<Etnas)arnRni 


-orCBS Fu nd in Soutitwest Asia - Pftase I jRaport No. 0-2007 -030) 


Forces ManasemEwit. anti S 
(i^Biniensnce and Rei'rairoF 


mio Army vSmatt Arms Rrooram ts^at Keiates to Availability, MaintainatHiity, and Reliability ot dts Small Amts 


EdUipiTienl 


information Operations 


No. 0.g(»7-0i)n 


Contract Man'a.gemeni _ 


■on ■ferroJ’isnTby the U,S. Afwy Corps of Enfliriesrs {Report No, D- 


ICMF/OEF 14-Oct-{l8 


Conlrsd Adminislntiiiori 


Health Care 


|DoD Patic m Movemertt S ystem (Report f^o. D-2005-09S) 


TFY'2Ci64 IfTierpency Siils'piem for the'Oetense Irrfortnatfotr Systems Agency {FOUOl {Report No, D- 


:ial Manascment 


|0{F/OEFj 29-Apr.OS 


Management 


|DoD Uanagomont of Navy Senior Ertiisied Personnel Assigrtments in Support of Operetiori Iraqi Freedom 


f'lutivati Capilnl 


IDefonse Hotline Aiiegalions Concerning C ISO Aircraft Us* in the U.S. Central Commaixj Area of Responsibility 


OIF 1 17-Jun4)4 j Rmvdlrisw F Human Capital 


rMtosgertTem 'of Marine Corps Enlisted Personnel As^gnmeots in Support of Operation Iraqi Freedom (Report 


Human Capilat 


[No.^ D-2t)Wf S6) 


IContracts" Awarded for the Coalition Provisional AutJiortty by *8 Defense Ccartracting Cwnmand • Washington 


{Report No. O-20M-0S?) 


[CSFiOEF! 16.dan-04 1 Ftfisnniai MstnagBrnont 


toaiitian Support Funds ( Repor t No , p.2i^-P4S) 


©{F.OEfi 26-Mar-OS 


:,*pon Controis 


Enforoeweni Activibes (POUQ) (R^»rt No. S-:^034i7S> 


:al/S>oio 9 icai Defuse, and tther Matters Reiated to Counter' 


Summary Rep:: 


"Honreiand Defense, 


tVliiiiary Operations (R eport No. D-2C>P3-0%) 
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Oa-Goiog DoD jG Projects 
(as of September H, 2007) 


- 

Praiacts L^stm^ 

■..■■■■ I..''' ■■■■■■■ : 1 

A u. ■' Date 

- - - j: S&rteifj 

i 1 

- J--.- . ■ J 

liluernas ^titrcrois ana uata Relsabslity in tne Deployable Disbursing System <D2OC?-D(M3OFL-0252.QOai Ti-,=. nr-.n 
( ‘-I Its cs>n*o» over "a''^c‘' 0 "a o o-'^33sa2 i’’ o_ 3 " De^'ossce > 

^ -1 iCH % T -v 33 a D -^Dessed Tnsaja'v't nc joc ■'nana-a !'■ c -a o'" a 33= ~ x 

•«Go’'3 V\3 d-'Tef^ an"' xViii as'-'oio ^co-o-.' Co-" O"'^ c C "• 

J ^ -O'^'F 023S 'OC ~"e DoC CIG bega" be aj 2 "’-T'a f'e -t*' C a a " w . 

;vi>nts!iqa!icy Constructtoci Contracting Procedures implemented by the Joint Contracting Com-mano- 
! Ill oQiAignonistan iDiuGi -L)000l-Q-O26t.000) The DoD OiG iS re\wwing tne effiaenrY nf coniingervrv '■.-ini'nii'.ii'r, 

cc -r •'Ki C> ins Jon CQ3-r3c.i"ig Cof"'"‘a"d t ao a a" " t’'a A 3-2" = c A 

G t '■ f \ »>.< * t‘'®3^s-or.eneas o^p-atSces *ss*sKil0S3O a»‘0-" a^a d a^a > ^ an-“ 

=• " 'at' 1' co-'s-n-^'O-np-oiscis The DoD OiC Deoa " ’"p a-d ‘ i*" Q a'^e 

iri^yu/. 


Summary of Issues impacting Operations Iraqi Fre«iom and Enduring Freedom Reported by Major Oversight 
Orrjanjr.3tions Beginning FY 2003 through FY 2007 (D2007-O000XA-0249.0Q0). The DoD OiG is summar^mg' 
oontract, ^u^ds rnanaaemen!, srvd othg? accountability issues identme-d in audit repKxis and testimonies that discuss 
mission criticai support to Operations Iraqi Freedom and Enduring Freedom Major ova-s'ght organisations inclu-ds She 
Government Accountaoitity Office, tna Oepartment of Ctefense Office of inspector Gensrai, the Army Audil Agency, trie 
Naval Audit Service, the Air Fores Audit Ag^>cy, aixi the Sisoai Inspecsor General for Iraq Reconstruction. The DoD 

OIG began the iji cjecl during the 4Eh Quarter of FY 2007. 

OiF/QEF 

22-Aug'Ci7 

4 

Defense Hotlln® AMegations Concerning Contracts issued by U.S. Army TACOM Life Cycle Management 

Command to BAE SystEims Land and Armaments, Ground Systems Division (D2007-DOOOCK-0 £»d luOi i vi. 
nitiating this audit tit resporsse to Defense .Hotiins ali^atio-ns. Tne ova’ali -:*ject!va is to review the aiiag-s* " ' 

Defense Hotline contxsming xr-ontracts issued by U S. Army TACOM Life Cycle Management Comm, and B*"- *- — ■ 
..and and Armaments Ground Systems CXviston. SpsciScatly, we will determine wffte^er contract awanj ;iinh 
administrative procadurss wars in ocnoSiance with Fedara! and DoD pr^fey. The DoD OiG tegan the a i 

Quarter of F-Y 2007. 

7 

Oii-.'OEF 

17-Aug-07 

5 

Controls Over the Contractor Common Access Card Life Cycle (D2007-DOOOLA-0139.P01), The DoD GiG i-s 
levievwng whether control's over C-oninton Access Cards provided to ccxnthicJors are in place aid ywriv t 

Speoificatty, we wifi evaluate whether DoD officials (a) issue Common Access Cards to contractors, fb) venh' 
continLied need for cor^traaors to possess Common Acxess Cards, and (c) revoke or recover Comnion At "r“s‘- i- i-- 
from contractors in acscorctancs with DoD policies aixl procedures. This project was derived as a result o' p r-i 
issues identified during research of on common access cards polkas and procedu’es. The DoD OiG beocir i i ju 
during the 4th Quarter of FY 2007. 

OiriiOEF 

14-Aug-OT 

6 

Accountability of Munitions Provided to the Security Forces of Iraq and Afghanistan (D2O07-DOO0IG-02.'}9.ODO). 

The DoD OiG Is evaluating whether the csontrais over the distribu^on of conventional mililary arms, ammunition, a,nd 
explosives pi'oviOed to tl>e seajrity forces of Iraq .and Afghanistart are adequate. Spscificaily, we will determine the 
effectiveness and efficiency of the DoO management of sacurtt)*, aa^intabiliSy and visibility, transportation, storage, 
contracting support and host nation support for the ctisfelbution ik conventional military arms, ammunition, and explosives 
The DoD OIG began tlie assessment during the 4th Quarter of FY 2007. 

OiF/OEF 

27.Jui-07 

7 

Procurement And DeFiveiy Of Joint Service Armor Protected V^iciss fD20Q7-DOOOCK-0290.000) Die OoD OIG is 
rsvievrtng whether the Mine Resistant Anibush ProlKrtsd {WRAP) v^kirfs prt^ram efffics is effscfiveiy procuring armored 
vehicles in accordance with the Federal Acquisition Rsguia»on and DoO reosirements. Spadficady, we wili rewew WRAP 
program administration to determine vikisther the program office is t^ng apjxos^ate actions to accelerate vehicle 
delivery to users, in addition, we wJi> review the Services' requirements tor WRAP and High Mobility Multipurpose 
\Afrieeied Vehicles, The DoD OIG began the audit durir^ toe 4th Quarta' of FY 2007 

OlFiOEF 

ISOui-O? 

8 

Funds Appropriated for Afghanistan and Iraq Processed TTirough the Fc^eigo Military Trust Fund (02007 -DOOOFD- 
0198.000). Tlie DoD OiG .is evaluating yi^siner funds ^propratsd tor the saxtri^'. rsoonstructiCKi. and sssistsnee of 
Afghanistan arid Iraq and processed through the Fors'^n Military Sales Trust Fund are being properiy managed We will 
also review whether the transfer of ap;^c^.3ted tonds frcxri toe Army's scooi.^ts into the Foraign Mititao' Saies 1‘rusl 

Fund was p.rop 0 riy authoriced isccounles tor, and used tor the intersted purjxsse. We vflfi also evaluate whether Foreign 
Military Finanoing funds granted loAfghaniston and Iraq are prepay essjuntsd tor and used to' their intended purpxose. 
in addition we wii! evaluate wTiether the appropriated tortos are property raportsd in CtoD financial reports,. The DoD OiG 
began tne audit dunng the 3fd Ouart&r of FY 

OtF.'OEF 

19-xltm-07 

1 

Operations and Maintenance Funds Used for Global War on Terror Military Constnicbon Contracts {D2007- 
DOOOCK-0201 .000). The DoD O'G is rsviswing v>K>sthei utoD Comp-xients foltaMved rsquifamenTs tor using operetions 
end rr.aintenancs funds tor GiDbai W'ar on Tarror (Gyi^T; military constnjeSton. Specificaliy, v<e wiS ewai-uats whetnsr 

DoD foiiowed props' prooedui'ss tor administa'i'^, sxKsjting, and rsxsling the use of c^e-rattorts and maintenance funds 
on GvMjT miiitan,' oonslruction contracts. The DoD OIG began the audit during the 3rd Q-uarier of FY 2007, 

OiF 

1S-Jun-07 


13 
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On-Going I>oD IG Projects 
(as of September 34, 2007) 



P'olecis 1 t&Jsng ■ -■■■■'-r . ■ 




' ‘ Q- o» the Recovery griQ Reset Programs sD2<K!7-D^OLD-0129-0Q01. The DoD OiG IS 

. M .o- I ,<e''ess ot ne Manna Cones Rscoverv an-o Reset Programs for ^Ksed souiomen; 

'' ' u ' - vV t."’S Va"’'^ Corns me' 'S eo uip •^n "90-. C'-Ol'c'' ,n» Rase? a.no RsK'.ove-v 

OIF'OEF 

■13»Apr-07 


.n'n 1 1 Zu^i - ■'r T-r it smo-ovised Explos'rve Device Defeat O^ant 2 at 5 on in Afghanistan 'D2007- 

"'''d 1.-7 0 "7 iij" T |j> I'C Di 3 5 ev 3 uating wtietbsr Vve^dord Group intemBt-onat and any o'^d^co- a. o' -o’- 
't'' ’»j- "i >-j 'c o' V = c- n*'sci reiatLng to adivilies of the improvissd Explosive Dewce -*''0 As^-' 

" 7 ... r -..I- '. 1 . ic-" . •'O'Cv-se-d Expiosi-v 8 Device Defeat Organization, in addition, i.'-e >fti‘ 

I' •2- A-— ■■ joui-joie ^ws and regulations. Tne DoO OfG began fr>e audit intne uitj Quateroi i-V 200’ 
cine -'rt-' ^ ic . jni->- tr euort in f^e 1 st Quarter of FY 2008. 

QEF 

i-Apr-07 

'Oislnbuoon or runoa arte ins vaudtty of Obligations for the Management of the Afghanistan Sscun:>- Forces Fund 
i(D20a?-l)O0C'.„Q-u' B1 ui'iO). t'ys o!an a series of rgvig^s msisc to tnts issue. SpscaScaiiy, in Phase i, 'A-e review 
ii.st n j.o 0 . _ luH SvSi Sesjnry FeroesFuno iASFPs aoofoonations from 0MB through the USDfC) and 

}ASA '"V^ f't- ' Sc-un'}' Cooperefiori Aoe — , DSOAi oo-~'p =C ‘•'e provisions of Public laws roa-"3. 

1 ^ 1 -_uJ "■ 32 D'-ovssians concerning manaqement and use of tneASFF). !n Phase Si, -'Ve will 

uevievi' wiiefrisi' cibliostions recevdsa for ASFF were maos in aocoroance vnUr legiaative intent aivj apDficabie 

Upo vrcUn 1 A r ■> D O'G began Phase 1 of this review in the 2nd Quarter of FY 2007 end issued a rirah report 
jon Augusr i'a 200" t he DoO OtG evperSs to publish a final repo.rt in the 1st Quarter of FY 2003. The DoD OiG bf*gan 
[f j -u . Li . g ’ 'e ‘ifh Quarter FY 2007 

OFF 

14-Mar.07 

],5 

Oetsnse Hotmie Aiisoanons concerning the Sioinetric Identification System for Access Omnibus Contract: (D20Ci7 
OOOOAS r 1 F" ->-) ' D OiG is conducEing this Defense Hotline r^usst to review allegations rriaoe ic ths Dsfanss 

Hotline -1 ^ > m-’ •» i «.tr-vxof tne Biometric irtentffication System {a system amf^ed in 1 aqi o a r, or v 5 

oontra> t “ i \ c v,)- a>_gi^ Se-vioes Sexiro-ng contract v^kde . Spedficsity, we vwH dete r-' -i® w 
seiectioi ft viv i.» judea' in compiianoe with Fed®-a! sod DoD policy. TheCtoDOlGV u 

2.ndQ!.a n' '• 

OIF 

S-Mar-O? 

14 

Internal Controls over Air Force General Funds Cash and Other Monetary Assets {D2007-DO00.FD-O'i4s,0O0). i rw 
DoDClG b'-evid'Aiv w -It 1 . lEemal controls over Air Forj^G&neiaK Funds Cash and Other Moneiary As.sets aic 
effectiveA c. v<. u-.w,.-’ xq ic acteauateiy saf^uarcE, account for, and repc«1 Cash and Other MpnstaY Assets. 

The SWA ixn'tion of the oroieci is poing lo be deferred until around January 2008 due to IG Munitions Assessinsni. in the 
AOR, the tesn p 1 ^ report addressing the cash controls at iC 5 cations other than SWA locations will tie -ssued 

TfiK E> 3 D OIG oegan !he sudii durinp the 3rd Quarter FY 2007. 

OiF/OEF 

B-Mar-Or 

15 

internal Controls oi'er Navy General Fund, Cash and Other Monetary Assets Held Outside the Conanental United 
States (D2007-Di)CWDF.N-0142.DOO), The DoD OIG is reviewing whether intern^ conbois over Department of the Navy 
General Fund, Cash, and Ottw Morieiai-y Assets held outside of the oonUnenta! United States ars effectively designi-Kf 
and operating to adequately safeguard, record, account, and report Cash and Other Monetary Assets. The audit team 
anticioates traveiinq to Iraq duririg the 4th Quarter of FY .2EM}7, The DoD 0)6 began the audit during the 3rd Quarter FY 
2007, 

OIF/OEF 

27-Fftb-07 

16 

Management of the Iraq Security Forces Fund - Phase III (P2007401XM31,Q-0141 .000). The DoO OtG is conducting 
the third of a three-phase i-eviaw. The first phase addressed the -disLnbution of fian-ds, yte second phase addressed the 
obtigiation of funds; and the third phase will evaluate wrti^her the goixls and serv-ices pgmSiasecI for Iraq Security Forces 
were propariy -accounted for and whether the delivery of gw>d5 and servricss were praperty made to the Iraq SjKajrity 
Forces, The DoD iG began the audit during the 2rici Quan&- of FY 2-X? ar^f to issue a dnaft report during the 1st 

Quarter of fY- 20 O 8 . 

OIF 

IS-Eeh-07 

17 

internal Controls over Army Cash and Other Monetary Assets H^d outside erf the United States {D20S7-DD00FP. 

D1 22.000). T!is DoD OIG is reviev/ing whether internal (Xintncss for A-hTty G&n&ail Fund, Ca&hand Other Monetary 

Assets held outside continentai United States are sffec^ydy and operating lo adequately safeguard, account, 

and report Oasii and OSher Mo:-je:ary assets. On F^ruary 27, 2007, fine audit was reannounoed to Csarify tne scoo-q of 
the project. The SWA portion of ins project is going to be deferred -until around January 2P0S due to iG Munitions 
. 7 <issessm 9 ht in tbs AOR. Ths learn piians to issue a i^xirt addrsssirvg the 0 ^ ocsilrds at locations other than SWA 
iocati:in;i vv-iU b 9 issued I'-is DoD OIG began fte audit durti^ the 3n3 Quartar of FY 2 JXj7. 

OiFfOEF 

9-F&LV07 
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Ou-Goiag DoD IG Projects 
(as of September 14, 2007) 







Pm|ects Listing 


- 



A'Cu 

Cate 


DoD Training <oi b.S Grauna Forces SupfXMting Opwation iraqi Freedom (O200745Q00LH-010R 0001 VV-' a 

. c r !c ‘n:s 'S*J3 T^-e DoDOlG ■$ u S g'Ouns to"sssjpDO':~3 Ooe-a:,-: ! a.-; 

-• -i - ng ‘^.'iTig -8cgssa-> :c 'nee; ope-abona -^-’e^ns T-eDcDO-Gw: s\3v3*e‘A"^-"'o 

• «<•- ''ar,,:.? necsssa'y rf'e 3*83 ofoDe-atio-" ano veoN s’.-nens'O'x^unc 5orci-5 's-ca s:iv-‘eo 

'I'lrij 1 A 1 trv'3' .?;= .vne;re-i'3ni'>q meslEthe needso' g'D-.-’oTo-'-oes sjopD^-ng Oi“ Scec'-'a- ' 

^ - -A -.-e .-ss o'oosen.-e sanq corrphe's r D'SD3'i->3 A-ny jTS 'D-3epo>~.e^-. >' ^- 33 :- ' *•> 

•' as,e' ‘inec''C"'a''iioo •sajre~en*3 anq now tna'^an *>3 .$ cxeou'e-T 3‘ C'j~'03;~'a-n.'>c! 

= '5S^ ’ 0 * tVs 'evtew donng toe 2 nd Q^a-tar o« Fv 2337 Tne OoD OiG deoa- =" -"5 

DIF 



Hinng Practices of tne Coaiition Provisionai Authority in Iraq fD2OO7-D0OOLC-CK)51-OOO). Tne OoD 0!G is 
wjn ibct 3 t ’ s tra iO''e'\ 1 audit to evaluate the hiring oractices that DoD used to staff parso-nnei to ti'ie 

pro. sipi'a' aL‘ip tits fe 1 ogi government from April 20G3 to June 2004. Speofical'y, vvs wiii review 'J ie 

process DoO (.ismo !o assipr; oers-c»nnsi to the Office of Reconsfructkon ana Humanitanan .Assistance (ORHA) ano the 
CoaiifiOn PiOv.sionai Hj^noriiV tCPAl in l•'aq, Tne DoD OiG o^an tne auait dunng ina tsi Quarter FY 2D07 ana 
t/poc* tp oj' IS' d fi >- '•sp'- rtm the *b* Quarter of FY 2008. 

OIF 

'tA-D&c-OS 

20 

Supplemental Funds Used tor Medicai Support for the Global War on Terror (D2OO7-DO00LF-0032 OOOt Tn-'.. Dc'- 
OIG is evaluating wsiother the suppiementai funds for the medical mission v.-sre properly jus^Sed and sufficiani contio®« 
on their use were imfxene.nied as directed by Department of Defense and Military Eleoartment guidaiine? initsot>v 

DoD OiG wifi foci.;s on the Deferise Health Pmgram portion of suppfemeniai funding fci,r the medical organizahons thai 
supported mr^icas r.'ac>:fiii and pre and post-dsptoyment The OoD OiG began the audit during she ist Ouan-^'.-.f r--v 

2007 an<S expects to s^ublish a final report in the 1st Quarter of FY 200S 

OF’OEF 

JO-Nov-OS 


Procui'ement, Distribution, arid Use of Body Armor in OoD {D2007-O000LA-0054,000), The OoD O'D ^ 1 

this congressionally requested audit to evaluate OoD prccursment history and fyaotioes for obtaining boo. 0 ^ 1 - 

effecl that the Army's tJecisior- to ban the use pf personaiiy purcha^ body armcr has on the safeh; of sA « s 

TtKi DoD OK5 began the at.id)t fturirrg (h& isi Quarter of FY 2007 and expaots lo publish a final report in !h-. s 1 . 

FY 2008. 

01F/OEF 

B-Nov-Oe 


DoO Support to the NATO international Security Assistance Force {D2007-O000LA-0016.000) The C»(rt 

svalLtafmg DOD support to the Nortit Atlantic Treaty Organization intemaSonai Seoin'ty Assistance Force in AfqnarnsteM 
Spacificafty, we will review DoD support in areas that indude, but are not limited to, training, communications, ana 
interoperability. The DoD OIG began the audit during the Isl Quarter of FY 2007 and issued a draft report on Juiy 27 

2007. The DoD OIG expects to pubii^ a finaf report in the 4th Quart®- ctf FY 2007, 

OEF 

S-Dec-06 

23 

Potabfe and Nonpotafale Water Hi Iraq (D2006-DO00LQ-0254.O0O}, The DoD OiG is conducting this congressionaiiy 
requested audit lo evaluate the contractor's water quality testing processes for gftectiveness and determine whether the 
tnter-na! controls set up for providing safe nonpotabie water ensures protecliai of U.S. forces in Iraq, The DoD OIG 
expanded the scope of the audit and vnll delarmine whether the process^ iOr provicfing potable and nonpotabie water to 
U.S. forces are adequate. The DoD OIG Southwest Asia tisid offioe in Qatar pwformed the audit. The DoD OIG began 
ihs audit dur'lrtg ffte ist Quarter of FY 2007. At the req-usst of the Senate Armed Services Committee, we agreed lo 
perfoim additional audit work. The DoD OIG expects to issue the flnai report in the Quarter of FY 2008 ' 

OiF 

5-Rep-06 

24 

Inspection Process of the Army Reset Program for Equipment fw Units Returning from Operation Iraqi Freedom 
(D2005-D0O0LH-024S,0OO), The OoD OIG is examinirQ the Army Reset Prc^ram for Ground Vahidesof bia units that 
return from Operation Iraqi Freedom to defariTune the effectivensss of the irtscectio.h process of the vehicles after tiieir 
i«x,ir. The scope of this prqisot was expanded to induoe missiles, trajx®3 vehiciss, viTieeisd vehicies, communications, 
and small aiims. An announcement refter was rs-issued on January 22, 2D07, to darffy me new scope. The team 
deployed lo Kuwait on Fabruary A, 20C7. The DoD OIG began the audit during ttia Ath Quarter of Fh' 2006 and expects to 
Dublish a final reo-ort in the IsS 'Quarter of FY 20C«. 

OIF 

3Q-Aug-0S 


DoD Use of Global War on Terror SusH^fen^ehtai Funding Provided tor Procurement and Reseamh, Development, 
Test, and cvaiuation (D21306-DOOOAE-0241,000). The DoD 0)6 is evaiuafing the adequacy of DoD financial conirois 
ova; US'S of Gi/JOT suppiementai funoing provides f® proajrem®it and res^rch, dsvsiopmenl, test, and evaiuanori. 
ihs DoO Qiii IS aiso dstarmining whetnartheftindsw^epiar^cxicantrsctsaridusedfepurposessftpuOtsd in the 
cor>af3ssicnaf!v-3pprov53 GWOT suppismarttal funding. The DoD OIG b^an tha audit durir^ the 4th Quarter of FY 

2006, arc sxoects ic iss-ue 3 se-ies ot raKxts tsginning in the Duarter of FY 2007. The first draft reoort ^^-35 issued 

OiF/OEF 

4-Aug-06 


Conditional Acceptance and Production of Army Medium Tactical Vehides in Support of the Global War on Terror 
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Oo-Going DoD IG Projects 
(as of September 14, 200T) 
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Ongoing DoD IG Investigations 
{As of September 14, 2006) 


Predominant 
In-vestlgawe Category' 

No. 

Ongoing? 

JointuAgencies 

' Subject Tyf . . 

Public Corruption 

- Bribery 

- Conflicts of Interest 

26 

DCIS 

Army CID 

FBI 

iCH 

IRS 

S!G!R 

Air Force OSi 

New Scotland Yard 

U.S. anu m cc' Ot u 

personnc u B m-. 

and govei •' t'- . c 5^ "-'c 

Procurement Fraud 

- False claims & statements 
•• Undelivered products 

- Defective products 

- Cost/iabor mischarging 

46 

DCIS 

Army CIO 

FBI 

IRS 

NCIS 

SiGIR 

Air Force OSI 

USAID 

DIA OIG 

U.S. and foreign coniractor 
personnel U,.S, military 
and government personnel 

Theft S Technology Protection 

- Theft of funds, property, 
equipment, and supplies 

- Export violations: U,S, 
technoloQV & vehicles 

16 

DCIS 

Army CID 

ICE 

DLA-DCIA 

U.S, and foreign contractor ■ 
personnel U.S .'Tiiiitary 
and govemmerrt personnei 

Miscellaneous 
- Tax evasion extortion 

2 

DCIS 

IRS 

Army CID 

U.S. contractor psrscnnei, 
U.S, military and 
government personnel 

Total Ongoing 
Investigations 

90 



•iiv o'riqiiiafrd 

Afghanistan 

6 

Afghanistan and Iraq 

2 

Afghanistan, Iraq, and Kuwait 

4 

Iraq 

51 

Iraq and Kuwait 

3 

Iraq, Kuwait, and Qatar 

1 

Kuwait 

22 

Kuw^ait and Saudi Arabia 

1 

Total Ongoing Investigations 

90 
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Chairman Skelton, Representative Hunter, distinguished members of the 
House Armed Services Committee, thank you for the opportimity to discuss 
Department of Defense initiatives in the area of Contracting Integrity. Contracting 
Integrity is a topic that we always consider to be of key importance. Integrity in 
all endeavors, including our contracting functions, is a core value of the 
Department of Defense. 

I am Shay Assad and I serve as the Director, Defense Procurement and 
Acquisition Policy, in the Office of the Under Secretary of Defense for 
Acquisition, Technology, and Logistics. Before assuming this position in April 
2006, 1 was the Assistant Deputy Commandant, Installations and Logistics 
(Contracts) for the Marine Corps and, as such, served as the senior civilian 
contracting official within the Marine Corps. 

Prior to Government service, I spent 25 years in industry serving in a 
number of operational and contract management capacities, primarily with 
Raytheon Company. My experience includes serving as a Senior Vice President 
of Contracts, a President and Chief Operating Officer of one of Raytheon’s major 
subsidiaries and lastly, as an Executive Vice President of the company and the 
Chairman and Chief Executive Officer of one of its major subsidiaries. I am a 
graduate of the United States Naval Academy, and I started my career as an officer 
in the United States Navy serving two tours on U.S. Navy destroyers and lastly as 
a Navy Procurement Officer at the Naval Sea Systems Command. 
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Thank you for the opportunity to appear before you today to participate in 
today’s discussion on contracting integrity. I would like to take a moment to 
thank the committee for its support of our troops and all you have done to help 
with their mission. I would also like to thank the men and women who serve our 
great country. When I say men and women, I mean our military service men and 
women, our government civilian employees and those in industry who support oui 
mission. None of us could get the job done without the other. 

The Department of Defense (DoD) acquisition team strives to provide our 
warfighters the support they need, consistent with responsible management and 
stewardship to our taxpayers. We strive to effect timely acquisition planning, 
contract execution and responsible contract management oversight in order to 
provide our warfighters the contractor support they need to accomplish the 
mission. We are doing everything it takes to make sure our soldiers, marines, 
airmen and sailors are provided with the safest, most dependable, and highest 
performing equipment available within fiscal constraints, together with the 
logistics and material support necessary to ensure performance whenever, and 
wherever they are needed. We will continue to work everyday to improve the 
service that we provide our men and women in the Armed Forces. 

In recent years, the Department of Defense (DoD) has increasingly relied 
on supplies and services provided by the private sector under contract. The 
Government Accountability Office (GAO) reports that, since fiscal year 2000, the 
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value of DOD’s contracts has nearly doubled, and this trend is expected to 
continue. In fiscal year 2006 alone, DOD obligated over $300 billion on contracts 
for goods and services to become the largest purchasing organization in the world. 
Given the magnitude of the dollar amounts involved, it is essential that DOD 
acquisitions be handled efficiently, effectively, and with integrity. In other words, 
DOD needs to ensure that it buys the right things, the right way. 

In your invitation to appear before this Subcommittee you stated that you 
were interested in hearing what DoD is doing to prevent and fight corruption in 
contracting. The Department has and is taking several steps to eliminate these 
matters: 

Panel on Contracting Integrity : On February 16, 2007, the Under 
Secretary of Defense (Acquisition, Technology & Logistics) (USD(AT&L)) 
established the Panel on Contracting Integrity in accordance with the requirements 
of Section 8 1 3 of the F iscal Year 2007 National Defense Authorization Act. 
Although the statute provides a sunset date of 2009 for the Panel, the Department 
intends to continue the Panel as a matter of policy. 

As required by section 813, the Panel is conducting a review of the progress 
made by the DoD to eliminate areas of vulnerability that allow fraud, waste, and 
abuse to occur. USD(AT&L) designated the Deputy Under Secretary of Defense 
(Acquisition Technology) (DUSD(AT&L)) as the Panel Chairman, and me, the 
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Director, Defense Procurement and Acquisition Policy (DPAP), as the Executive 
Director for the Panel. To date, the Panel has established eight DOD-wide 
subcommittees focusing largely on areas of vulnerability identified by GAO. Each 
of these DoD-wide subcommittees is chaired by the senior procurement executive 
of one of the military departments or a defense agency, including the Army, Navy, 
Air Force, Defense Logistics Agency, Defense Contract Audit Agency, Defense 
Acquisition University, and our Office of the General Counsel. 

The focus areas of the subcommittees are: Current Structure of Contracting 
Integrity; Sustained Senior Leadership; Capable Contracting Workforce; Adequate 
Pricing; Appropriate Contracting Approaches and Techniques; Sufficient Contract 
Surveillance; Contracting Integrity in a Combat/Contingent Environment; and 
Recommendations for Change. As a starting point, the Panel reviewed the 
requirements of Section 813, the findings and 20 recommendations provided in the 
March 2005 Report of the Defense Science Board, the recommendations of the 
GAO Report GAO-06-838R, “Contract Management: DoD Vulnerabilities to 
Contracting Fraud, Waste and Abuse,” dated July 7, 2006; and the recommended 
best practices from the year-long Acquisition Integrity Analysis, prescribed by 
USD(AT&L) on August 1, 2006. At the completion of this year’s efforts, each of 
the Panel subcommittees will complete a formal report documenting their review 
of the Department’s progress, with recommendations to ensure vulnerabilities in 
the contracting system are addressed. 
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The Panel has convened twice, once to initiate and task the subcommittees, 
and once to review subcommittee progress. The Panel has scheduled three more 
meetings in 2007, and plans to provide an initial report to Congress by December 
31,2007. 

Senior Contracting Leadership Offsite: On May 10, 2007, the Director, 
DPAP, conducted an offsite for senior leaders of the contracting community. One 
of the focal points of the offsite was a discussion to highlight current issues 
relating to ethics in contracting and ensure that the leadership of the DoD 
Contracting Community was fully engaged in the activities of the Panel on 
Contracting Integrity. 

Procurement Fraud Working Group: The Department established the 
DoD-wide Procurement Fraud Working Group in January 2005. The Working 
Group provides a forum for acquisition professionals to address contracting 
vulnerabilities. The Working Group began to conduct conferences in March 2005, 
and has conducted them annually since that time. The conferences provide an 
opportunity for sharing of best practices among acquisition professionals, and 
include group discussions, exercises in ethics problem solving and arriving at 
practical solutions to the contracting ethics problems encountered in the field. 
Membership and attendance includes primarily DoD attorneys, investigators and 
auditors. The Working Group meets monthly and attends the Department of 
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Justice Procurement Fraud Task Force meetings. A current goal of the Working 
Group is to obtain broader participation by the larger acquisition commimity. 

Updated Acquisition Regulations Relating to Ethics. The Department 
has initiated several changes to the Federal Acquisition Regulation (FAR) to 
update the acquisition regulations pertaining to ethics in contracting. The Defense 
Acquisition Regulations (DAR) Council, in concert with Civilian Agency 
Acquisition Council, proposed an amendment to the FAR to address a Contractor 
Code of Ethics and Business Conduct and a requirement for contractors, and 
subcontractors, participating in contracts over a certain dollar threshold to post an 
Office of the Inspector General Fraud Hotline poster. The Councils published a 
proposed rule in February to obtain public comments, and the FAR Secretariat 
anticipates publication of a final rule by November 2007. 

In addition, the DAR Council has initiated a proposed FAR revision to 
require contractors to establish and maintain internal controls to detect and prevent 
fraud in their contracts, and to notify contracting officers without delay whenever 
they become aware of contraet fraud. This is a proposed revision that is still 
under consideration and development, and has not been published. 

DOD will continue to work with the Office of Federal Procurement Policy 
to recommend changes to laws, regulations, and policy that would serve to clarify 
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or strengthen issues identified through the work of the Panel on Contracting 
Integrity. 

Updated Ethics Training: The DoD Standards of Conduct Office updates 
the mandatory annual ethics training yearly to ensure that it is always current and 
relevant. The latest revisions, issued August 24, 2007, modify the curriculum to 
focus beyond a rote understanding of the law, regulations, and policy so that the 
updated version now contains presentations by the Office of General Counsel and 
interactive decision making exercises. The Department also provides on-line the 
“Employee’s Guide to the Standards of Conduct.” 

In closing, I would like to emphasize that the Department views integrity in 
contracting as the most essential feature of our defense procurement system. We 
are taking a number of actions to ensure that we deal appropriately with any 
vulnerability in the contracting system to waste, fraud and abuse. We fiilly 
understand that the foundation of our ability to assure our taxpayers that we are 
being good stewards of their money is to ensure that the Department conducts 
business with integrity to acquire the supplies and services necessary to meet the 
needs of our warfighters. 

We will not lose sight of the tenet that while we strive to provide our 
warfighters the very best, we must also ensure that we do so while being good 
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stewards of taxpayer funds. Our warfighters deserve nothing less and our 
taxpayers, rightfully, should insist on nothing less. 

Mr. Chairman, I thank you and the members of the committee for your 
interest in our efforts, and would be happy to address any questions that you may 
have for me. Thank you. 
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Introduction 

Chairman Skelton, Congressman Hunter and distinguished members of 
the Armed Services Committee: we thank you for the opportunity to report to you 
on the U.S. Army's comprehensive, ongoing efforts to ensure policies and 
procedures are in place for all joint, expeditionary contracting operations in Iraq, 
Afghanistan, and Kuwait and to better prepare the Army for acquisition and 
logistical support of combat operations in the future. 

The Army has deployed more than 550,000 Soldiers through Kuwait. We 
went from supporting one Kuwait base camp in 2002 to supporting eight in 2007. 
This activity required increased capacity in billeting, feeding, and general 
support. In Kuwait alone, the annual value of support contracts increased from 
$150 million in 2002 to nearly $1 billion in 2006. These contracts provided a 
wide array of logistical services and enabled the Army to support our warfighters. 
Other contracts were, and continue to be, critical to the reconstruction of Iraqi 
infrastructure and the restoration of basic service to support the transition to Iraqi 
control. 

As the scope and scale of contracting in Southwest Asia has evolved, the 
Army has recognized the need to assess its contract management capacity. We 
are positioning ourselves to support the projected increase in activity resulting 
from recommendations of the Army Contracting Task Force, including the review 
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of past contract actions, along with the ongoing requirements of troop support 
operations. 

The Army has conducted audits and investigations into the oversight, 
execution, and management of contracting in the theater of operations. Some of 
these audits and investigations are still ongoing. While the vast majority of our 
military and civilian contracting personnel who award and manage these 
contracts perform well in extreme conditions, auditors and investigators have 
discovered cases of potential fraud in contracting operations with the worst cases 
originating in Kuwait. As of September 12, 2007, there are 78 ongoing criminal 
investigations involving contract fraud committed against the U.S. military in the 
Iraq, Afghanistan, and Kuwait theater of operations. The Army has acted 
decisively to correct deficiencies with the following agencies involved in 
corrective actions; the U.S. Army Audit Agency (AAA); the U.S. Army Criminal 
Investigation Command (CID); the U.S. Army Materiel Command (AMC); and the 
U.S. Army Sustainment Command, all working in cooperation with the Defense 
Contract Management Agency. 

In 2005, the Army began audits and CID increased investigative activity 
into allegations of corrupt contracting in Southwest Asia. Deployed commanders 
also expressed their concerns and requested the Army to send in additional CID 
Special Agents, auditors, and contract specialists from AAA and from CID. In 
2005, CID established the Iraq Fraud Detachment and in 2006, CID established 
the Kuwait Fraud Office - both staffed with specially trained CID Special Agents. 
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Throughout these investigations, the Army has updated Congress and taken 
corrective actions as warranted. 

In February 2007, after then-Secretary of the Army Dr. Francis Harvey 
was briefed on the matter, he directed action to correct deficiencies. Dr. Harvey 
tasked the Assistant Secretary of the Army for Acquisition, Logistics and 
Technology (ASA( ALT)), Claude M. Bolton, Jr., to assess contracting activities 
throughout Central Command and to implement a Contracting Action Plan to 
address issues. 

As a result, in March 2007, Army officials deployed a senior Contracting 
Operations Review Team to review all contract operations in theater. In April 
2007, the Army began implementing a Contracting Action Plan that reorganized 
the Kuwait Contracting Office, installed new leadership, established a Joint 
Logistics Procurement Support Board, increased staffing, deployed senior 
contracting professionals and attorneys to Kuwait, and provided additional ethics 
training and assigned legal support. 

In addition, the following guidance was emphasized Army-wide to improve 
performance in the areas of oversight, surveillance, and documentation of 
contractor performance on service and construction contracts. 

(1 ) Contract oversight and surveillance are the collective 

responsibility of the requiring and contracting activities. We are 
all responsible for ensuring that the contractor (service provider) 
satisfies contract cost, schedule, and performance 
requirements. If a contractor delivers substandard products or 
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services, we must pursue all appropriate contractual remedies. 
Documenting the contractor's deficient performance gives the 
Federal Government pertinent information for future source 
selections. 

(2) Surveillance begins from the date the contract is awarded. It is 
the contracting officer’s responsibility to appoint a trained 
Contracting Officer’s Representative (COR), knowledgeable of 
the technical requirements, to oversee contract performance. It 
is a command and requiring activity responsibility to ensure that 
the COR adequately performs all delegated surveillance 
functions, including a written surveillance plan. This plan must 
define the work requiring oversight and the appropriate method 
of surveillance. It must be tied to performance standards to 
ensure that contractors deliver products and services that meet 
contract requirements at the dollar value agreed upon. 

(3) Performance reports must be prepared, entered, and 
maintained in the appropriate contractor performance 
assessment system. Performance information will be used in 
deliberations and evaluations for future contract awards. A 
performance assessment report will be prepared for all service 
and construction contracts and major subcontracts in 
accordance with Army Federal Acquisition Regulation 
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Supplement Subpart 5142.15. Poor performers cannot be 
rewarded with more work. 

(4) Commanders, managers, CORs, and contracting officers share 
a collective responsibility to ensure that contractor performance 
is adequately documented, that products and services failing to 
meet contract requirements are not accepted, and that 
contractors are held accountable for deficient performance. 

Army Contracting Commission and Task Force 

To broaden the Army’s ongoing efforts, the Secretary of the Anny recently 
announced the establishment of a Special Commission on Army Contracting that 
is led by the former Under Secretary of Defense for Acquisition, Technology and 
Logistics, Dr. Jacques Gansler. This Commission will examine the “big picture” 
to ensure that current and future contracting and logistics actions are more 
effective, efficient, and transparent, A second, complementary effort is an 
internal Army Contracting Task Force to reinforce and immediately address 
existing contracting issues and aggressively implement fixes as problems are 
identified. We are serving as the Co-Chairs of this Army Contracting Task Force. 

Our mission as leaders of the Army Contracting Task Force is to examine 
current Army operations and future plans for providing contracting support to 
contingency or other military operations. We will look at contracting activities 
across the Army. There is contract authority in many of the commands in the 
Army, and that contract authority is delegated from the position of the ASA(ALT) 
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to the head of contracting activities in different organizations and commands 
within the Army. In addition, we will study actions of AAA and CID for both 
insight and lessons learned. We expect this information to be useful in writing 
our final recommendations. 

In the short-term, we will augment the staff in Kuwait with additional 
individuals who will assist the warfighter in translating their requirements into 
statements of work and contract specialists and contract officers who will 
facilitate contract execution of those requirements. Currently, there are 56 
people manning the Kuwait Contracting Office. This augmentation will last for a 
period of 90 days and is designed to make sure that the commander there has 
the resources needed to deal with the present workload. Part of that additional 
workload will be the orderly transfer of existing and any future major contract 
actions to the acquisition center at Rock Island, Illinois, that supports the Army 
Sustainment Command under AMC. By the end of the 90-day period, we expect 
the staff level to number around 50 people manning the contracting office in 
Kuwait. 

We also plan to systematically review all of the Kuwait contract files from 
Fiscal Year 2003 to Fiscal Year 2007 to identify any issues that haven’t otherwise 
been addressed by an ongoing investigation by either AAA or CID. There have 
been about 18,000 contract actions. So, this is quite an undertaking, but it is 
important to ensure we have reviewed the files thoroughly. The review of the 
contract actions will occur both in Kuwait and at the acquisition center in Warren. 
Michigan, under AMC. Most of the file review will occur In Michigan. 


6 



90 


As a result of the ongoing operations in Southwest Asia, the Army has 
increased the focus on contingency contracting. Up until just a year ago, we did 
not have a contingency contracting brigade. We recently established four such 
brigades in the Army force structure, each commanded by a colonel, who assists 
the Army Service Component Commander (ASCC), a three star commander, in 
his contracting support - planning and coordinating contracting operations in a 
theater of operations. The brigades oversee contingency contracting teams - 
Active, Reserve, and National Guard - in executing the ASCC’s contracting 
support plan. The Contracting Support Brigades’ battalions and teams are just 
now being activated, and they will coordinate and integrate their plans with Army 
Field Support Brigades. These two new brigade designs are designed to support 
the Army modular force by developing a single, seamless, fully integrated 
planning cell to provide quick response and command and control of acquisition, 
logistics, and technology capabilities across the spectrum of conflict. 

Another part of the action plan for the Army Contracting Task Force will be 
to increase both the scope and the frequency of Contracting Operation Reviews. 
The Army periodically conducts Contract Operations Reviews looking at 
contracting organizations to make sure that contracting activities are following the 
regulations and procedures and appropriately addressing emerging issues. 

These reviews are part of the routine examination of contracting activities along 
with internal review audits by the AAA and the Army and Department of Defense 
Inspectors General. 
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Another important issue that we will examine carefully is the size, 
structure, and training of the contracting workforce - both military and civilian. 
The acquisition workforce has declined significantly in the last decade while the 
number of dollars that we are executing from a contract perspective and the 
number of large dollar contracting actions in the Army has increased by more 
than 80 percent. This is an issue of some urgency that we hope will lead to 
improvements to our Army programs - current and future. 

Lastly, we look forward to working closely with Dr. Gansler and the Special 
Commission on Army Contracting. Our separate efforts will look at some of the 
same issues so we intend to share information and lessons learned. We also 
look forward to working closely with the Office of the Secretary of Defense and 
the Department of Defense Inspector General as we move forward, in support of 
the many initiatives ongoing in the DoD to improve contracting. 

Conclusion 

As stewards of the taxpayers' dollars, we must do a better job of 
managing and documenting contractor performance. Service and construction 
contracts, whether in Iraq, Afghanistan, the United States, or elsewhere in the 
world, represent an ever-increasing percentage of our overall contract dollars - 
now surpassing the dollars awarded under major weapon systems programs. 
Greater emphasis must be placed on the management and oversight of all types 
of service and construction contracts. This includes documenting the 
contractor’s performance in accordance with policy. 
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As we mentioned previously, the vast majority of our military and civilian 
contracting personnel perform well in tough, austere conditions. Their customers 
are the warfighters - the men and women who depend on them to do their jobs. 
In the end, the success of our warfighters is linked directly to the success of the 
contracting workforce. We are working hard to ensure that policies and 
procedures are in place for all joint, expeditionary contracting operations in Iraq, 
Afghanistan, and Kuwait or anywhere else we deploy. The objective is to better 
prepare the Army for acquisition and logistical support of combat operations in 
the future. 

We look forward to your questions and thank you for the opportunity to 
address the members of the committee. 
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Thank you for this opportunity to appear before the House Armed Service Committee 
to discuss the subject of accountability for weapons and other equipment that has been 
procured by the Department of Defense for the Iraqi Ministries of Defense and Interior as 
part of our effort to reconstruct and stabilize Iraq. This is an important program that has 
enjoyed generous support from the American taxpayers. I want to assure the Committee 
that DoD fully recognizes the imperative to be good stewards of these funds and to ensure 
that they are put to their intended uses. 

We particularly acknowledge that DoD must ensure that weapons we buy for the 
Iraqi military and police forces are, in fact, being used by those forces. In this regard, we 
expect the Department of Defense Inspector General munitions inspection team, about 
which Mr. Gimble will speak in greater detail, will make an important contribution to 
ensuring the material handling processes used by the Multinational Security Transition 
Command-Iraq, known as MNSTC-I are robust. 

DoD has worked closely with GAO on a number of its reviews and audits of efforts 

to stabilize Iraq during the past few years. The GAO, in its audit on equipment 

accountability, identified some weaknesses in the Department’s ability to fully ensure that 
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we can account for the transfers of weapons to the Iraqis. It is important to point out that, 
while the audit trail for some of these weapons is incomplete, the GAO did not draw any 
conclusions that suggest that the weapons in question are physically missing. The problem 
was that, walking back from the point of transfer to the Iraqi government, some portion of 
the docimientation that can show the "chain of custody," mainly in the form of entries in 
MNSTC-I's property book, was incomplete. It is important to note that the GAO and the 
Special Inspector General for Iraq Reconstruction, which completed a somewhat similar 
audit in October 2006 — did not find that the weapons in question had been physically lost, 
stolen, or pilfered while in MNSTC-I custody en route to being transferred to the Iraqi 
Government. 

This is not to minimize the shortcomings that GAO and SIGIR found. Rather, the 
key point to understand is that these problems are a reflection of the extremely difficult, 
spartan conditions in which MNSTC-I found itself in 2004 and 2005. The GAO noted the 
various factors that contributed to this, such as the lack of sufficient staff and a nascent 
distribution network that was essentially an ad hoc operation in a contingency environment. 

I look forward to answering your questions. 
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